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FIFTH IN A HEARING SERIES ON SECURING 
THE FUTURE OF THE SOCIAL SECURITY 
DISABILITY INSURANCE PROGRAM 


FRIDAY, SEPTEMBER 14, 2012 

U.S. House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Social Security, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 9:30 a.m., in Room 
B-318, Rayburn House Office Building, the Honorable Sam John- 
son [chairman of the subcommittee] presiding. 

[The advisory of the hearing follows:] 


( 1 ) 
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HEARING ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

Chairman Johnson Announces the Fifth in a 
Hearing Series on Securing the Future of the 
Social Security Disability Insurance Program 


Friday, September 7, 2012 

U.S. Congressman Sam Johnson (R-TX), Chairman of the House Committee on 
Ways and Means Subcommittee on Social Security, today announced the fifth hear- 
ing in the series entitled “Securing the Future of the Disability Insurance (DI) Pro- 
gram.” This hearing will focus on key challenges facing the DI program and options 
to address those challenges. The hearing will take place on Friday, September 
14, 2012, in room B-318 Rayburn House Office Building, beginning at 9:30 
a.m. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. However, any individual or organization 
not scheduled for an oral appearance may submit a written statement for consider- 
ation by the Subcommittee and for inclusion in the printed record of the hearing. 

BACKGROUND : 

The Subcommittee’s hearing series has explored the challenges facing the Social 
Security Disability Insurance (DI) program, including the findings of the 2012 An- 
nual Report of the Board of Trustees that DI revenues will cover only 79 percent 
of benefits beginning in 2016 due to the aging of the baby boomer workforce into 
their most-disability prone-years, the increased number of women in the workforce 
now eligible for benefits should they become severely disabled, decisions made by 
Congress regarding the financing of the DI Trust Fund and the eligibility criteria 
for benefits, and the recent economic downturn. The Congressional Budget Office 
projects that as a result of the recent recession and slow recovery, the number of 
disabled workers will continue to rise over the next few years. 

The Social Security Subcommittee began its five-part series examining the DI pro- 
gram in 2011. The series’ first hearing provided an overview of the program, its his- 
tory, the importance of its benefits, the growth of the program and the drivers of 
that growth along with the program’s current and future financing challenges. The 
second hearing focused on the Social Security Administration’s program integrity ef- 
forts to minimize improper payments and protect taxpayer dollars from waste, 
fraud, and abuse. The third hearing examined how disability eligibility decisions are 
made, including the definition of disability and the Federal-State relationship. The 
fourth hearing considered the Social Security appeals process including its history, 
legal requirements, and whether the current process provides fair, accurate, and 
consistent outcomes while balancing the needs of claimants and taxpayers. 

In the hearing series, many questions have been raised about the current DI pro- 
gram. These include: is the concept of disability that prevailed at the start of the 
program in 1956 still appropriate today given advances in medicine, rehabilitation, 
and the workplace? Are there ways to better support individuals with disabilities 
to stay in the workplace? Can the decision-making process be strengthened so that, 
when appropriate, awards are made as early as possible and decisions on applica- 
tions and appeals are made with greater accuracy and consistency? 

Increasingly, experts are researching these questions and developing proposed so- 
lutions. Employers are also finding new ways to retain in the workforce those indi- 
viduals with disabilities who want to work. The imminent fiscal challenge facing the 
DI program has made discussion of these issues both relevant and timely for the 
final hearing of this series. 
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In announcing the hearing, Social Security Subcommittee Chairman Sam Johnson 
(R-TX) said, “We must and we will secure the future of this essential pro- 
gram for the millions of Americans who count on benefits. As we look at 
options to keep that promise, we must balance the needs of those with dis- 
abilities with the needs of workers who support the program. Striking that 
important balance will result in a program that makes the right decision 
as soon as possible, supports work, prevents fraud, and treats all workers 
fairly.” 

FOCUS OF THE HEARING : 

The hearing will focus on options to address the key structural and fiscal chal- 
lenges facing the disability program. 

DETATT.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:llwaysandmeans.house.gov, select “Hearings.” Select the hearing for which you 
would like to submit, and click on the link entitled, “Click here to provide a submis- 
sion for the record.” Once you have followed the online instructions, submit all re- 
quested information. ATTACH your submission as a Word or WordPerfect docu- 
ment, in compliance with the formatting requirements listed below, by the close 
of business on Friday, September 28, 2012. Finally, please note that due to the 
change in House mail policy, the U.S. Capitol Police will refuse sealed-package de- 
liveries to all House Office Buildings. For questions, or if you encounter technical 
problems, please call (202) 225-1721 or (202) 225-3625. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any sup- 
plementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word or WordPerfect 
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub- 
mitters are advised that the Committee relies on electronic submissions for printing the official 
hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone, and fax numbers of each witness. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http:llwww.waysandmeans.house.gov ! 


Chairman JOHNSON. We have a short morning this morning, 
and a lot of good testimony to listen to, so we are going to go ahead 
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and get started. Mr. Becerra is on his way, so the committee will 
come to order. 

Welcome to the fifth and last hearing in our series on Securing 
the Future of the Social Security Disability Insurance Program. 
Over the course of the series we have heard about the program’s 
striking and continuing growth at a time when workers paying into 
the system have increased nearly 70 percent between 1970 and 
today. The number of people collecting disability checks has in- 
creased by over 300 percent, like from 2.6 to 10.8 million people. 
By 2021 the number of beneficiaries will exceed 12 million and 
total benefits paid will reach over $200 billion. 

That is a 52 percent increase over the $132 billion paid in bene- 
fits last year. We have heard how some of that growth is caused 
by factors like the size of the overall workforce, more women in the 
workforce, and the aging of the baby boomers. And some of the 
growth has been caused by Congress’ decisions that expanded the 
ways in which people could qualify for benefits. 

We have heard about the people who try to defraud the system 
by falsely claiming they are disabled and we have seen some of 
them. We have heard that Social Security’s efforts to conduct con- 
tinuing eligibility reviews are a shifting priority, adding unneces- 
sary costs and weakening public trust in the program. And we have 
heard how last century’s view of disability hasn’t kept up with this 
century’s advances in medicine, technology, and the workplace, re- 
sulting in a program that pays people not to work. 

In fact, GAO has designated the program high risk because the 
medical criteria and occupational information relied on to make 
benefit decisions are out of date. 

And we have heard that the World Health Organization and 
many distinguished medical experts look at disability today as the 
individual’s ability to function in different environments, especially 
with assistance of technology or workplace accommodations for the 
disabled. 

In the hearing series, we have also heard how important it is to 
make the right decision as early in the process as possible. We 
have walked through the complicated lengthy and open-ended ini- 
tial determination and appeals process that enables claimant rep- 
resentatives to drag out appeals in hope of getting awards. And we 
have heard how outlier judges, many of whom award disability 
benefits in most of the cases they hear, in other words, rubber 
stamping, can’t be managed or questioned about their decisions 
and leaving the process virtually unmanaged and adding more 
costs. 

And we have also heard how the courts have taken it upon them- 
selves to reinterpret Congress’ will, creating inequities and incon- 
sistencies. We have heard again and again that we must keep this 
program strong for those who truly cannot work. And we have 
heard the Disability Insurance Program is on an unsustainable 
path, and that unless Congress acts, in 2016 the program will be 
able to pay only 79 percent of the benefits, putting individuals with 
disabilities at risk. 

The hearing series has been about how the Disability Insurance 
Program works, problems plaguing the program, and the need for 
sensible changes to make it work better. This series has raised im- 
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portant questions. Is the concept of disability that existed in 1956 
still appropriate today in this 21st century economy? Are there bet- 
ter ways to support individuals with disabilities who can remain in 
the workplace instead of paying them to stop working? And are 
there ways to award benefits sooner and provide a fair, timely ap- 
peals process? And finally, what are the risks of doing nothing? 

Today we will hear several views about where the existing sys- 
tem falls short and how it might be fixed as well as some new ap- 
proaches that are already working. What each of our witnesses has 
in common is they believe we can fundamentally do better, and I 
thank you all for that. 

We will also hear from the business community on the amazing 
success of employers who are hiring those with disabilities and the 
challenges they face keeping those with disabilities in a job. 

I want to thank the members of this subcommittee for engaging 
in this much needed conversation, and I know we are all committed 
to continuing this dialogue. Together, including Mr. Becerra and I, 
we will find answers to securing the future of the Disability Insur- 
ance Program for generations to come. 

I now recognize Mr. Becerra for any comments you may have, 
sir. 

Mr. BECERRA. Mr. Chairman, thank you very much and thank 
you to our witnesses for being here. 

Severely disabled American workers have earned the right to re- 
ceive disability benefits and they rely on them. One hundred sixty 
million Americans contribute to Social Security. They need protec- 
tion for themselves and their families when they retire, or if they 
should die, they also get the benefits, or if they become disabled, 
severely disabled, they get the benefits. 

It is not easy to qualify for Social Security disability benefits. DI 
is only for people who paid into the system, first; second, it is only 
available to Americans with the most severe impairments, Ameri- 
cans who are dying or who are generally at a point where they 
can’t even earn a poverty level wage at any job in the national 
economy because of a long-term condition. 

Fewer than half of Americans who apply for DI benefits are 
awarded such benefits, even after a lengthy appeals process. DI 
benefits aren’t especially generous. A typical worker receives about 
$13,000 a year which replaces about half the earnings that worker 
had while working. For nearly half of DI recipients. Social Security 
provides 90 percent or more of their total income. 

The Social Security Disability Insurance Trust Fund’s challenge, 
which we are hearing more and more about, is modest and it is sta- 
ble. Although the Social Security system overall can pay full bene- 
fits until 2033, the DI Trust Fund considered on its own is pro- 
jected to be able to pay only about 80 percent of scheduled benefits 
starting in 2016. Fortunately, the DI shortfall is relatively modest. 
Over the next 75 years, the financing shortfall is equal to about 0.1 
percent of GDP or, to put it in context, that is about one-eighth of 
the cost of extending the Bush tax cuts for people who earn more 
than $250,000 a year. 

The DI shortfall, by the way, is not a surprise. When Congress 
last rebalanced the allocation of payroll taxes going into the two 
Social Security trust funds, it did so knowing that the amount alio- 
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cated to DI would result in a shortfall in 2016, the same date as 
projected in the most recent trustees report. The recent growth in 
DI is also not a surprise since it is due primarily to demographic 
changes and other predictable factors in combination with, of 
course, the recession. The biggest factor is demographic. The baby 
boom generation has reached its most disability-prone years. More 
women have worked long enough to be protected in the event they 
become severely disabled and can no longer work. Finally, the eco- 
nomic downturn has also made it more difficult for people with dis- 
abilities to obtain work. 

I do think it is very important that we operate DI in the most 
fiscally responsible way possible, and we have to here in Congress 
take responsibility for our own actions in how we provide the re- 
sources for the Social Security Administration to do its work, both 
as a program for those who are retired and those who are disabled. 
As we work to address the challenges that face us and to strength- 
en DI for the future, we must first do no harm. 

As we talk about the possible changes to Social Security dis- 
ability insurance, we should keep in mind that American workers 
have paid for their Social Security benefits. Over its lifetime. Social 
Security has taken in $15.5 trillion and only paid out $12.8 trillion, 
leaving an overall trust fund surplus of $2.7 trillion. Surplus. 

I am concerned that experiments that some would like to per- 
form on the DI program could be harmful to those with severe ill- 
nesses or disabilities. They could increase employment discrimina- 
tion against the disabled, or they might deny or delay earned bene- 
fits for those who need them, increasing hardship for already strug- 
gling American families. There is little evidence to suggest that 
people who qualify for DI are, in fact, able to work at any kind of 
self-supporting level. 

Mr. Chairman, I hope we can work together on a bipartisan basis 
to strengthen DI, always applying the test that we should first do 
no harm. And with that, Mr. Chairman, I think we have an oppor- 
tunity to hear from some very important witnesses and I hope that 
we are able to then move forward with that information in a way 
that lets us do right by this important program for so many mil- 
lions of Americans. 

With that I yield back the balance of my time. 

Chairman JOHNSON. Thank you. 

As is customary, any member is welcome to submit a statement 
for the hearing. Before we move on to our testimony today I want 
to remind our witnesses to please limit your oral statements to 5 
minutes. However, without objection, all of the written testimony 
will be made part of the hearing record. 

We have one witness panel today, and seated at the table are 
Richard Burkhauser, Ph.D., Professor, Cornell University, Ithaca, 
New York and Adjunct Scholar, American Enterprise Institute. 
Thank you for being here. David Stapleton, Ph.D., Director, Center 
for Studying Disability Policy, Mathematica Policy Research; Marty 
Ford, Director of Public Policy, The Arc of the United States on be- 
half of the Consortium for Citizens with Disabilities Social Security 
Task Force; Daniel Bertoni, Director, Education Workforce and In- 
come Security, Government Accountability Office; Jill Houghton, 
Executive Director, U.S. Business Leadership Network; Nadine 
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Vogel, Founder and President, Springboard Consulting, Mendham, 
New Jersey, on behalf of the Society for Human Resource Manage- 
ment. Welcome to all of you and thanks for being here. 

Dr. Burkhauser, you are recognized. Please go ahead. 

STATEMENT OF RICHARD BURKHAUSER, PH.D., PROFESSOR, 

CORNELL UNIVERSITY, ITHACA, NEW YORK, AND ADJUNCT 

SCHOLAR, AMERICAN ENTERPRISE INSTITUTE 

Mr. BURKHAUSER. Thank you for the opportunity to outline 
the main Social Security Disability Insurance policy reforms con- 
tained in my book with Mary Daly. 

The DI program is growing at an unsustainable pace. Unless pol- 
icy reforms are enacted, the Social Security trustees predict DI will 
be insolvent by 2016. Based on our reading of the evidence the dra- 
matic growth in beneficiaries captured in Figure 1 is not primarily 
the result of factors outside the control of policymakers. Rather, it 
is the consequence of changing eligibility standards and their inter- 
pretation by DI gatekeepers, changes that have increasingly turned 
DI into a long-term unemployment program, rather than a last re- 
sort income safety net for those unable to work that its founders 
envisioned. 

As can be seen in Figure 1, between 1990 and 2009 Americans 
on the disability rolls more than doubled from 40 to 82 per thou- 
sand workers. This troubling statistic is now well-known. What is 
less known is how over this period the Netherlands, once called the 
sick country of Europe for its runaway disability system, initiated 
fundamental reforms that reduced their disability rolls from 110 to 
80 per thousand workers, a ratio that is now below the United 
States’ rate. The Dutch reforms focused on reducing the inflow of 
beneficiaries by making employers more directly bear program 
costs. All Dutch firms must now fund the first 2 years of their 
worker’s disability benefits and pay an experience rated disability 
tax based on the number of their workers who move on to the long- 
term program. These reforms provide incentives for employers who 
are in the best position to offer accommodation and rehabilitation 
to do so. Most importantly, these reforms led to the development 
of a market for private long-term disability insurance, and more ef- 
fective case management of impaired workers by private sector 
case managers. It is this early intervention that is credited with 
the significant decline in beneficiaries shown in Figure 1. Impor- 
tantly, the reduction of new beneficiaries was the result of those 
with disabilities working rather than moving on to other welfare 
programs. 

Currently about one-third of U.S. workers are covered by private 
long-term disability insurance. The question is, how do we get the 
private sector more involved in case management? Rather than 
mandate that all firms provide such coverage we proposed an alter- 
native to better align the public and private costs of long-term dis- 
ability. 

The United States should stop funding the DI system with a uni- 
form payroll tax and replace it with a tax based on a firm’s experi- 
ence rating. Doing so would raise the payroll tax of firms whose 
workers enrolled at below-average rates and lower it for firms 
whose workers enroll at low-average rates. Employers who bore the 
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cost of both options would be more incentivized to make invest- 
ments that clear a work path for their employees following the 
onset of a disability than to push them onto the DI rolls. 

This is currently the system used to fund State Worker’s Com- 
pensation benefits. The best practice for these programs could also 
be considered for DI changes. Alternatively, employers who provide 
private disability insurance could be granted a reduction in DI tax 
rates, while firms that could not be charged higher tax rates ei- 
ther — could be charged higher tax rates. Either of these reforms 
would bend the projected cost curve by reducing incentives for em- 
ployers and employees who overuse the system. 

Current DI policy built on the assumption that disability and em- 
ployment are mutually exclusive is both archaic and fiscally 
unsustainable. Fundamental reform is needed to restore DI sol- 
vency and to support continued employment and greater self-suffi- 
ciency among workers with disabilities. Experience rating is the 
key to doing so. It would bring private sector know-how in case 
management to the front end for a more fully integrated disability 
system. 

This is not pie in the sky reform. This is reform that the Dutch 
have already implemented. It is reform that is going on in Sweden, 
and it is reform that is going on in Great Britain. If you look at 
Figure 1, you can’t possibly believe that changes in the health of 
the Dutch and the United States are actually responsible for the 
dramatic changes in the number of people on their disability rolls. 
The Dutch in the 1980s proved that you could put as many people 
on the disability rolls as you are willing to accept by very open 
rules that allowed people to come on who had only 15 percent im- 
pairments. We are now having a higher rate than they are in our 
disability system, and we can do better. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Burkhauser follows:] 
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This testimony is based on: Richard V. Burkhauser and Mary C. Daly. 2011. The Declining Work and Welfare of 
People with Disabilities: What Went Wrong and a Policy for Change, AEI Press: Washington DC and Burkhauser 
and Daly (2012) 

THE STATE OF THE PROGRAM 

The Social Security Disability Insurance (SSDl) program is growing at an unsustainable 
pace. Over the past 40 years the number of disabled worker beneficiaries has increased nearly 
six-fold, rising from 1.5 million in 1970 to 8.2 million in 2010. This rapid growth in the rolls has 
put increasing pressure on program finances. Since 1970 real SSDl expenditures have risen from 
$18 to SI 28 billion (in 2010 dollars). Based on current growth, the SSDl program is projected to 
he insolvent by 2016 (Social Security Administration, 2012). 

The rapid rise in caseloads and costs are made more worrisome when put in the context of 
the broader goals of the SSDl program — to protect the economic well-being of people with 
disabilities. Since the passage of tbe Americans with Disabilities Act of 1990 (ADA), the 
employment of those with disabilities has declined considerably and their household income has 
remained flat. Increasingly, people with disabilities are substituting SSDl benefits for labor 
market earnings, making them net withdrawers rather than net contributors to the tax base during 
their working age. This outcome challenges the finances of the SSDl program and is at odds with 
the view of disability codified in tbe ADA that people with disabilities are able and willing to 
participate in the labor market. 

WHY HAVE SSDl CASELOADS RISEN? 

Possible explanations for SSDl program growth can be broadly classified into two groups: 

( 1 ) those that are exogenous to the program — the aging of the population, changes in the 
underlying severity of disability, and the entry of women into the labor force; and (2) those that 
are endogenous to the program — the cyclicality of application rates, the grow th in SSDl benefits 
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relative to wage earnings, and specific changes in rules and their interpretation and 
implementation over time. The weight of the evidence suggests that the vast majority of SSDl 
program growth is related to endogenous program changes. 

Factors Exogenous to the Program 
Changes in the age disiribiilion 

The most obvious potential driver of SSDl growth is the aging of the population. Since 
SSDl benefits arc conditioned on having a disability, and disability generally rises with age, the 
aging of the baby boomers will on net push up the SSDl rolls. A simple way to gauge the impact 
of this change is to fix SSDl recipiency rates by age group in some period and let growth in the 
rolls evolve based on changes in the age structure of the population. Autor & Duggan (2006, 

20 1 0) do this and find that between 1 984 and 2003, changes in age structure accounted for about 
6 percent of the increase in SSDl receipt among the non-elderly population over the period. 

Mary Daly and my updates (Burkhauser & Daly 2012) of their calculations (1984 to 2010) show' 
a slightly larger, but still relatively small impact of changes in the age structure on the SSDl 
growth. 

Changes in health and work disability 

Another potential driver is health. To qualify for SSDl benefits, individuals must have a 
medically determinable ailment expected to last for at least 12 months or result in death. If the 
health of the insured population has declined over time this would infiuence program enrollment 
and growth. Surveys asking about activity and work limitations point to a relatively stable 
pattern in these measures over the last two decades. Although work and activity limitations rise 
with age, there is little evidence that the prevalence within an age-group of such limitations has 
increased over time. 
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Entry of women into the workforce. 

Changes in the labor force participation of women also have influenced program growth. 
Since SSDI is an insurance program, eligibility for benefits requires a fixed number of quarters 
of covered employment. The substantial increase in the labor force participation of women bas 
increased both their SSDI coverage and their receipt of disability benefits. It is straightforward to 
compute the magnitude of this change on the total growth in SSDI rolls. Autor & Duggan (2006, 
2010) make these computations and conclude that the increased number of w omen in the paid 
labor force can explain less than one-sixth of the rise in SSDI caseloads since the mid-1980s. 

Our updates of these calculations through 2010 (Burkhauser & Daly 2012) confirm these 
findings. 

Combining the estimated contributions of population aging, changes in health, and the entry 
of women into paid work, we conclude that at most one-quarter of the increase in SSDI 
caseloads over the last three decades can be explained by these factors, with the remaining 75 
percent driven by factors endogenous to tbe program. 

Factors Endogenous to the Program 
Changes in SSDI rules anil their implementation. 

Caseload fiuctuations line up with changes in Social Security Administration (SSA) policies 
that made it easier or harder to gain entry to the SSDI rolls. In the late 1970s and early 1980s 
relative caseloads fell, first because program gatekeepers were urged to more strictly interpret 
existing rules and then because Congress, in 1980, required SSA to reevaluate all current 
recipients to see if they still met the medical standards. This rule change, which was rigorously 
enforced by SSA at the start of the new Reagan administration, resulted in a drop in the SSDI 
rolls despite a major recession. By 1983 the widespread reevaluation of those already on SSDI 


3 



13 


was halted as the eourts and then Congress restrieted the SSA’s power to reevaluate 
benefieiaries. Furthermore, in 1984, responding to a baeklash against restrietive euts imposed in 
the Soeial Security Disability Amendments of 1980, policymakers expanded the ways in which a 
person could medically qualify for the SSDI program. The 1984 legislation moved away from a 
strict medical listing determination of eligibility to one that also considered an applicant’s overall 
medical condition and ability to work. These changes meant that applicants could qualify for 
SSDI based on having multiple conditions, even when no single condition would meet the SSDI 
eligibility threshold. In addition, the legislation allowed for symptoms of mental illness and pain 
to be counted when assessing SSDI eligibility, regardless of whether the person had a verifiable 
medical diagnosis. 

The expansion of eligibility to more difficult-to-measure impairments that do not precisely 
meet the medical listings means that SSA has increasingly been tasked with making more 
subjective decisions about the impact that presenting impairments might have on an applicant's 
work ability. For applicants who do not meet or exceed the medical listings, program 
administrators consider a set of vocational criteria. While these criteria have not changed over 
the history of the SSDI program, their use by program gatekeepers to determine benefit 
eligibility has risen dramatically since 1991. Currently, they are used to justify the majority of 
new award.s. especially among those with the more difficult-to-determine conditions of mental 
illness and musculoskeletal conditions — the primary condition of more than 50 percent of all 
newly enrolled beneficiaries. (See Burkhauser & Daly, 201 1 for fuller discussion.) 

Effects on behavior and implications for work capacity 

The effect of this growing share of marginal applicants is a substantial variation in the flow 
of applicants onto the rolls. This variation comes both from fluctuations in applicant infiow and 
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variations in decision making among SSDI gatekeepers. For example, Maestas. Mullen, & Strand 
(201 1) using SSA administrative records Find that at the initial Disability Determination Stage 
(DDS) of decision making, 23 percent of new applicants in 2(X)5 were marginal cases whose 
admittance into the program was determined by the luck of draw ing an easier rather than a 
stricter DDS gatekeeper. Importantly, w hen they compare the subsequent work histories of those 
who entered the program in this way with a matched set of applicants who drew a stricter DDS 
gatekeeper, they find the latter group’s employment was on average 20 percentage points higher. 
This difference is even greater for those with less severe medical conditions. This research 
suggests that increasingly applicants admitted to the SSDI rolls on these looser criteria have 
greater work capacity than assumed for those receiving SSDI benefits. 

The dilTcrcnces in allowances arc important especially when one considers how application 
rates fluctuate with economic conditions. Plots of the SSDI application rate and the national 
unemployment rate show that, with the exception of the double-dip recession in the 1980s. 
application rates are highly correlated with the business cycle — rising during recessions and 
falling during periods of economic growlh. Most research on the consequence of business cycles 
on applications rates finds that economic conditions play a substantial role in SSDI applications 
and awards patterns over time. (See Burkhauscr & Daly 2012) 

In sum, SSDI growth has primarily been driven by factors other than an aging workforce, 
health declines, and the increasing SSDI coverage of women. Loosening of program rules in the 
1980s has made it more ditTicult for gatekeepers to judge eligibility and increased the likelihood 
that applicants facing rising replacement rates or declining economic opportunities will apply for 
SSDI benefits. A growing number of individuals being allowed onto the rolls could work in 
some capacity and would do so if they were not Judged eligible for benefits. 
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THE CASE FOR FUNDAMENTAL CHANGE 

Evidence that growth in U.S. disability rolls has been primarily driven by policy and 
associated behavioral responses among gatekeepers and workers with disabilities are consistent 
with those found for the Netherlands during a period when it was known as the “sick country of 
Europe.” (Aarts, Burkhauser & de Jong, 1998). Following many failed attempts to modify the 
system from within, in 2001, the Netherlands decided to fundamentally restructure the system. 
As can be seen in Figure I below, the results have been notable; the share of the Dutch work 
force receiving disability benefits has declined significantly and has done so without raising the 
rolls in other transfer programs at the same time that the share of the United States work force 
receiving disability benefits has grown. (Burkhauser & Daly, 201 1). 

Figure I. Comparison of U.S. and Dutch disability beneficiaries per 1,000 workers 


Bcnctkiitfics per Thousand Woilcn 



Source: Burkhauser and Daly (2011) 
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The Dutch reforms focused on reducing inflows onto long-term disability benefits by 
making employers more directly bear program costs. The reforms required all Dutch firms to 
fund the first two years of disability benefits to their workers and to pay an experience-rated 
disability tax based on the number of workers they subsequently moved onto the long-term 
Dutch disability insurance program. These reforms provided incentives for employers, who are 
in the best position to offer accommodation and rehabilitation, to do so in lieu of moving 
workers with disabilities onto cash transfers. Research shows that the reforms led to the 
development of a private sector market for disability insurance and the management of impaired 
workers, which is credited, in part, with a significant decline in inflows to disability cash 
benefits. Importantly, the research shows that the reduction in inflows owes to the fact that 
workers with disabilities arc more regularly returning to work (de Jong, 2008; van Sonsbeek, 
2010 ). 

In the spirit of the Dutch reforms, recent proposals by Autor & Duggan (2010) and 
Burkhauser & Daly (201 1 ) call for prioritizing supported work over cash benefits for people with 
disabilities. Like the Dutch, both proposals focus on slowing the movement of w orkers with 
impairments onto the SSDI rolls, rather than attempting to reduce the current beneficiary 
population via the stick of greater enforcement (tried in the 1 980s) or the carrot of changing the 
incentives for current beneficiaries to return to work (impetus for Ticket to Work). Such 
fundamental reforms would end the archaic and counterintuitive policy currently in place that 
provides access to work-focused support only afler SSDI applicants have gone through an 
extended process of demonstrating that they are unable to work. 

Autor & Duggan (2010) propose a new mandate on all firms to provide the first two years of 
"short-term” disability insurance. This would increase the willingness of employers to provide 
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additional accommodation and rehabilitation by more direetly linking the cost of disability 
payment to firms. It would also ereate growth in the private insuranee market and greater case 
management of workers following the onset of a work limiting impairment and hence greater 
return to work. However, it could result in substantial added costs to the system. 

Alternatively, Mary Daly and I (Burkhauser & Daly 2011) argue that like the Dutch, the 
United States should impose some form of experience rating on firms paying into the SSDI 
system. Raising the SSDI payroll tax of firms whose workers enroll in the system at above- 
average rates and lowering the SSDI payroll ta.xes on firms whose workers enroll at below- 
average rates via experience rating would more directly link the costs to the firm of one of its 
workers moving onto the SSDI program. Employers who bore the eosts for both options would 
be more incentivized to make the investments in aceommodation and rehabilitation that could 
prolong the employment tenure of a worker w ith a disability. This is currently the system used to 
fund state workers' compensation benefits, and the best practiecs from these state programs 
eould be considered for SSDI as well. Alternatively, employers who provide short-term private 
disability insuranee for employees and whose private insuranee agents eooperate with SSDI 
gatekeepers in managing their eases eould be granted a reduction in SSDI tax rates, while firms 
that did not offer such private insurance could be charged higher SSDI tax rates. Either of these 
reforms w ould bend the cost curve of projected SSDI program expenditures by redueing 
ineentives for employers and employees to overuse the system. 

Although the details differ, the messages of the Autor & Duggan and Burkhauser & Daly 
proposals are the same: The current SSDI program built on the assumption that disability and 
employment are mutually exclusive states is both archaie and fiscally unsustainable. 
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Fundamental refonn is needed to restore solveney to the U.S. disability insuranee system and ’ 
support continued employment and greater self-sufficiency among workers with disabilities. 


9 



19 


REFERENCES 

Aarts, L. J. M., & dc Jong, P. R. (1992). Economic aspects ofdisabilily behavior. Amsterdam: 
North-Molland. 

Autor. D. H., & Duggan, M. G. (2006). The growth in the Social Security disability rolls: A 
fiscal crisis unfolding. Journal of Economic Perspectives. 20, 71-96. 

Autor, D. H., & Duggan, M. G. (2010, December). Supporting work: A proposal for 

modernizing the U.S. disability insurance system. Washington, DC: Center for American 
Perspective and the Hamilton Project. 

Burkhauser, R. V., & Daly. M. (201 1 ). Tlie declining work and welfare of people with 

disabilities: What went wrong and a strategy for change. Washington, DC: AEI Press. 

Burkhauser, R.V. & Daly, M. (2012). Social Security Disability Insurance: time for fundamental 
change. Journal of Policy Analysis and Management, 3 1 (2): 454-461. 

Dc Jong. P. (2008). Recent changes in Dutch disability policy. Working paper, Amsterdam: 
University of Amsterdam. 

Maestas, N., Mullen. K., & Strand, A. (201 1). Docs Disability Insurance receipt discourage 
work? Using e.\aminer assignment to estimate causal elTects of SSDI receipt. RAND 
Working Paper No. WR-853-2. Santa Monica, CA: RAND Corporation. 

Social Security Administration. (2012). The 2012 annual report of the board of trustees of the 
federal Old Age and Survivors Insurance and federal Disability Insurance Trust Funds. 
Washington, DC. 

Van Sonsbeek, J.M. (2010. August). Estimating the cfl'ect of recent disability reforms in the 
Netherlands. Working paper Amsterdam: University of Amsterdam. 


10 


Chairman JOHNSON. Dr. Stapleton, you are recognized for 5 
minutes. Thank you. 



20 


STATEMENT OF DAVID C. STAPLETON, PH.D., DIRECTOR, CEN- 
TER FOR STUDYING DISABILITY POLICY, MATHEMATICA 

POLICY RESEARCH 

Mr. STAPLETON. Thank you for the opportunity to testify 
today. I will briefly state and explain my views which have been 
formed over 20 years of conducting research on disability and em- 
ployment issues. More support for my views can be found in my 
written testimony. 

SSDI is just one component of our Nation’s disability support 
system, albeit a key one. Like many others I think the overall sys- 
tem is failing. There is no easy fix, but there are prospects for sys- 
temic reforms that would provide better opportunities for people 
with disabilities to live fulfilling lives, and at the same time reduce 
growth in Federal and State expenditures for their support. Con- 
gressional action, however, is required to jump start a process that 
over time could lead to successful restructuring. 

Now, I characterized the disability system as failing because it 
is well documented that economically working age people with dis- 
abilities are falling further and further behind their peers without 
disabilities even though taxpayers are paying more and more for 
their support. For over two decades relative employment rate and 
household income of working-age people with disabilities has been 
declining and Federal expenditures to support that population are 
very high and are growing much more rapidly than we would ex- 
pect based on growth and the size of the workforce and the changes 
in its age and sex composition. In short, taxpayers are being asked 
to pay more and more for a support system that is less and less 
adequate. 

I see two fundamental causes of systemic failure: The first is the 
use of long-term inability to work because of a medically deter- 
minable condition as an eligibility criterion for SSDI and SSL This 
criterion might have made sense in 1956, SSDFs first year, but in 
today’s world many people with severe medically determinable im- 
pairments can, in fact, substantially support themselves through 
work. My guess is that you all know people with such significant 
impairments that they would be eligible for SSDI if they did not 
actually work. And I suspect there are some in this room. They 
likely have high levels of education. They have received excellent 
health care, they use technology and accommodations to greatly 
mitigate their functional limitations, and they have developed 
strong personal support networks, factors that SSA does not, of 
course, routinely consider in its disability determinations. 

The inability to work criterion creates work disincentives for all 
those with qualifying medical conditions or conditions that nearly 
qualify, and fosters long-term dependence on public support. 

The second fundamental flaw with the current policy is program 
fragmentation, as has been amply documented by Dan Bertoni and 
his colleagues at the GAO. The patchwork of Federal and State dis- 
ability support programs creates pervasive inefficiencies. Among 
these, and there are many, are multiple financial incentives for 
States and others to encourage and help people with disabilities 
apply for SSDI rather than to support work. 

Structural reforms that address these two issues could poten- 
tially provide better economic opportunities for people with disabil- 
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ities and reduce growth in Federal and State expenditures for their 
support. Such win/win policy reforms would be oriented towards 
helping people with disabilities take advantage, take better advan- 
tage of their productive potential rather than undermine their ef- 
forts to do so. They would also integrate or better coordinate pro- 
grams, all in a manner that improves outcomes for people with dis- 
abilities and reduces total expenditures for their support. 

Now, that is very fine in theory, but what is the evidence? Is this 
all pie in the sky? In my written remarks, I summarize a growing 
body of evidence that such win/win reforms do exist. Given the evi- 
dence, it is not hard to imagine that structural reforms could re- 
duce the percentage of people with disabilities who primarily rely 
on the government for their support by 20 to 25 percent, perhaps 
more, improving their economic well-being at the same time. Unfor- 
tunately, however, it is far too risky to institute structural reforms 
on a timetable that would address the pending exhaustion of the 
SSDI Trust Fund based on what we now know. There is a high 
chance that the reforms would make people with disabilities sig- 
nificantly worse off, something that I know nobody wants to do, or 
they might accelerate growth in public expenditures for their sup- 
port rather than reduce it, or they might do both. 

You know. Congress could pass legislation to put the country on 
a path towards successful restructuring. Structural change requires 
collaboration across agencies and across the corresponding congres- 
sional committees. I know that is difficult, but it is not unheard of. 
It has happened before. And it simply has to be done. 

States must also play a significant role. My written testimony 
outlines the elements of legislation that would help move that proc- 
ess forward. 

Today Congress faces very difficult choices with respect to SSDI 
and other programs that provide support to people with disabilities. 
The fundamental problems with the support system make it very 
likely that more difficult choices are in store for future Congresses 
if we don’t quickly start down a path that could lead to win/win 
policy reforms. Hence, I urge you maybe to initiate a process of 
long-lasting fundamental reforms to American disability policies 
and programs. 

Thank you. 

Chairman JOHNSON. We just might do that. Thank you for 
your testimony. 

[The prepared statement of Mr. Stapleton follows:] 
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Thank you. Chairman Johnson, Ranking Member Bcccrra, and members of the subcommittee for 
this opportunin- to testify- t>n the future of the Social Securin’ Disabilin- Insurance (SSDl) pK)gram. 
In my work as a senior fellow at Mathematica Polict* Research and as director of Maihematica’s 
Center on Studying Disabilin- Policy, I have conducted numenius evaluations of pmgrams and 
scrx'ices intended to suppon pet)plc vt^th disabilities, substantial research on their employment and 
economic status, and various studies of the factors that impede or facilitate their financial 
independence. I have also written and spoken extensively about the efficienc)’ and cost-effectiveness 
of our nation's disabilin- support system. My testimony today is based on this experience. SSDl is a 
key component of our nation’s disabilin* support system. That s\-stem is failing w'orking-age people 
with disabilities as well as the taxpayers who pay for it. I will explain why and consider the 
implications for C'ongrcss. 

Background 

Of the approximately 17.5 million working-age people in the United States who live with disabilities, 
nearly 70 percent receive benefits from public programs. IX'spite increases over many decades in 
program participation and spending — $.157 billion in fiscal year 2008, representing some 12 percent 
of all federal outlays — the economic status of people with disabilities has ettnled significantly. As a 
result, reforms will retjuire major structural changes to the nation’s disabilin- suppon system. 
.Mthough such changes can potentially benefit people with disabilities and taxpayers, a policy 
iransition that U too quick and not based on solid cwidencc could do more harm than gcxxl. 
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Dand C. Siapktott Scarnn^ die VtUure ofSSDl 

My testimony is orgnnu^cd into tlirec key areas: 

• An ovemew of the cv'idcncc that the disabilin* support system is failing 

• A discussion of the potential for systemic reforms that would provide better opportunities 
for people with disabilities to live fulfilling lives and that would rein in growth in federal and 
state expenditures for their support 

• Action ('ongress could take to jump start a prtKess of successfully a‘structuring disabilin' 
policies and programs 

The Failing Disability Support System 

As you know, both the Social Securin' Administration (SSA) and the Congressional Budget Office 
(CBO) project that without legislauve action, the SSDI Tmst I'und will be exhausted in 2016. This 
outcome is a symptom of the failing public support system for working-age people with disabilities. 
Other symptoms include the following: the low and declining economic status of people with 
disabilities; ven* high and rapidly growing federal expenditures to support the working-age 
population with disabilities; persistent problems with the disabilin* determination process; the large 
surge in applications on the heels of the recession; and a smaller, delayed surge in awards 
(Goss 2012). 

The low and declining economic status of people with disabilities is the most important symptom of 
a failing public support system for working-age people with disabilities. For more than nvo decades, 
the employment rate and household income of people with disabilities have been falling steadily. 
(Mann and Stapleton 201 1, 2012). By one measure, their employment rate was just 21 percent of the 
rate for people without disabilities in 2010, down from 34 percent in 1981 (Mann and Stapleton 
2011). The median household income of working-age people with disabilities was just half the size 
of that for people without disabilities, down from 63 percent in 1981. The recession has greatly 
accelerated the rate of decline in the economic status of people with disabilities. (Kaye 2010). 

The povert)' rate for people with disabilities is vet)* high and continues to climb. Over 30 percent of 
those receiving SSDI live in povert)', according to the official definition of povert)’. When those who 
receive Supplemental Securit)* Income (SSI) arc included, this figure rises to over 70 percent 
(Idvcrmore et al. 2(M)9). 
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One study estimated that 65 percent of working-age adults with household income below the federal 
povert)’ line for at least 36 of 48 consecutive months have a disabilit)’ (She and Uvermore 2009). W^e 
also know that people with disabilities who U\'c in poverty are much more likel}’ than their 
counterparts without disabilities to experience material hardship, such as going hungn' (She and 
Livermore 2007). 

Lederal expenditures on the working-age population with disabilities are both vet)’ high and growing 
rapidly. We estimate that, through 62 public programs, federal outlays to support people with 
disabilities in fiscal year 2(K)8 totaled 12 percent of all federal outlays in that year — $357 billion. 
(IJvermore ct al. 2011; Stapleton and Ijvcrmore 2011). That’s up from 11.4 percent of all federal 
outlays six years earlier — the last time we estimated federal expenditures for this population. The 
total is about half the size of defense outlays in that year. States added another S7l billion in 2008 to 
finance federal-state programs, mosdy for Medicaid. 

The biggest programs serving people with disabilities, measured by expenditures, are SSDI, SSI, 
Medicare, Medicaid, and Veterans’ Health and Disability f'ompensation. Social Securit)* benefits 
accounted for 31 percent of federal expenditures on working-age people with disabilities in 2008. If 
you add in the Medicare expenditures for Social Securit)’ beneficiaries with disabilities. Social 
Sccurip’ disabilirv beneficiaries account for a little less than half of the total federal expenditures for 
this population. Of course, some Social Securin' disabilin' beneficiaries also receive other public 
benefits — SSI, Medicaid, veterans’ benefits, food and housing assistance, and miscellaneous 
others — but we do not have full accounting. 

In the past three decades, the increase in the number of SSDI beneficiaries has far exceeded the 
substantial growth that can be explained by growth in the number of disabilin-insured workers and 
changes in their age-sex composition. It is useful to compare current statistics to those from 1980, 
when Congress and the llxccutive Branch were so concerned about high rates of participation in 
SSDI that they substantially tightened eligibilin'. In December 2010, the number of SSDI 
beneficiaries was 2.2 million larger than it would have been had the proportion of disabilin -insured 
workers receiving SSDI \\4thin each age-sex group been the same as in December 1980 — a 28 
percent increase (Stapleton and Wittenburg 2011; see also (30 2008). 
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Persistent problems with the disabilin- determination prtKess, the large suige in applications 
following the recession, and the smaller, delayed surge in awards after the recent recession are also 
symptomatic of the failing disability support system (Goss 2012). I will explain why later. 

Key Problems; The Inability to Work Criterion for Eligibility and Program Fragmentation 
There are two fundamental problems with the current support system. The first is the use of long- 
term “inabilin* to work because of a medically determinable condition” as the eligibility criterion for 
SSni and SSI — programs that, for many, are the gateway to Medicare, Medicaid, and other benefits. 
This criterion fails to rccogni/e that many people with severe, medically determinable impairments 
can, in fact, substantially support themselves thn>ugh work. F'our of my Mathematica colleagues 
illustrate this point. AH have vcr>’ good jobs and do not rely on SSDI, SSI, Medicare, or Medicaid. 
Yet they have permanent medical conditions that meet the eligibilit)’ criteria in SSA’s listing of 
Impairments. One has a severe vision impairment, and one Ls deaf. F.ach of the other two is unable 
to walk and has other functional limitations because of physical conditions. If they stopped working 
for five months and told SSA that they could no longer work because of their disability, they would 
all (qualify for SSDI, They aa’ able to work despite their impairments because they have been able to 
achieve high levels of education they have received excellent health care, they can use technolog)* 
and accommodations to greatly mitigate their functional limitations, and they have developed strong 
personal support networks. SS.\ would not consider these factors in determining their abilit)' to 
work. My colleagues* impairments might have prevented people from working in 1956, when SSDI 
was introduced, but they certainly do not do so today. 

My colleagues ch<x>sc to work, rather than rely on benefits, because their careers are much more 
rewarding than a lifetime of dependence on public benefits, economically and personally. By making 
inabilit)' to work for medical reasons a criterion for suppon, the federal disabilit}- programs create a 
disincentive to work for those with significant medical conditions, foster long-term dependence, and 
increase povern- amtmg the very people they arc intended to help. Our suppon system essentially 
funnels people with severe impairments who do not have ail of the advantages of my colleagues into 
a life of dependence on public suppon rather than helping them to become self-sufficient. Instead 
of helping people achieve their full potential, the current disabilin’ suppon system has created a 
povern- trap (Stapleton ct al. 2007). 
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The inabilit)' to work criterion is a ^undamental reason why the disabiUn' determination prtKess is so 
problematic — it a*quircs SSA to assess whether people can work on the basis of medically 
determinable conditions alone — literally an impossible task. It also explains the surge in applications 
and awards following the recession; workers like my colleagues with disabilities can use SSDI as an 
extended unemployment insurance program when they are laid off for other reasons. 

The second fundamental flaw in the current support system, program fragmentation, has been 
amply documented by the (Jovemment .Vccountabilin* Office (CjAO 2005, 2008). A patchwork of 
federal and state disabilit\' support programs has created pervasive inefficiencies, including overlaps 
and gaps in serv'ices, misaligned incentives, and conflicting objectives. 

Of relevance to SSDI, states have incentives to help young adults with severe impairments enter 
SSDI. Under current rules, people age 24 and younger can meet the work histoiy requirement by 
earning as little as $4,520 per year for just one and a half years. On a monthly basis, that's less than 
40 percent of the amount that SSA uses to define ‘‘work” for non-blind beneficiaries — the 
substantial gainful activit}’ (SCjA) amount. If an individual is enrolled in Medicaid or receiving other 
health benefits from state programs, that person’s entiy' into SSDI will eventually result in the 
shifting of some state Medicaid expenditures to federal Medicare expenditures. State expenditures 
for some other services, such as mental health care, might also shift to Medicaa* upon a person’s 
entrv^ into SSDI. 

State welfare agencies have a strong incentive to help their Tcmporaiy .\ssistance for Needy h'amily 
(TiVNh') beneficiaries enter SSI; under current rules, the agency gets to keep all of the TANh benefit 
savings. State vocational rehabilitation (\’R) agencies also have an incentive to help clients who are 
not on SSDI or SSI to enter these programs. SS.\ might pay for the \'R serv'ices if a client becomes 
a benefician’, but it will not pay for the services if a client is not a benefician,’. 

Social Security Policy Reform 

Both logic and a growing body of evidence suggest that there arc systemic reforms that would 
provide better economic opportunities for people with disabilities and reduce growth in federal and 
state expenditures for their support. 1 call them ‘\vin-\\in” policy reforms. Poliev’ changes that put 
more emphasis on helping people with disabilities take advantage of their capabilities— -especially 
before entering SSDI — and can potentially increase their income while reducing public support. 
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Similarly, program integration and/or coordination efforts that address the per\'asive inefficiencies 
caused by prt)gram fragmentation could potentially improve outcomes for individuals while reducing 
the growth in expenditures. 

That’s fine in theor\% but where Ls the evidence? The evidence is substantial, although in my view, it 
is not rich enough to move ahead with systemic reforms. A basic piece of evidence is that we’ve had 
better outcomes in the past >\'ithout the important advantage of today’s technologies and medical 
knowledge. The relative employment and household income of people with disabilities was much 
higher in 1980 than it is ttxlay, and SSDl participation was much lower (Stapleton and Wittenburg 
2011 ). 

Other evidence comes from several recent, methtxlologically strong studies. They have 
demonstrated that a small but significant share of SSDl beneficiaries would be working now if they 
were not eligible for SSDl (('hen and Van der Klaauw 2(M)8; bVench and Song 2011; Maestas et al. 
fonheoming; Von Wachtcr ct al. 201 1). For instance, one study demonstrated that, in the absence of 
SSDl, 18 percent of new SSDl beneficiaries would earn above the SG.A level (Maestas ei al. 
forthcoming). Given the current number of SSDl entrants, this suggests that about 2(K),(XK) entrants 
each year can earn at a level that would make them ineligible for SSDl — perhaps not at the time they 
enter, but soon thereafter. W ith a work-oriented support system in place, that percentage might well 
be higher. 

There is also a significant body of evidence that private disability’ insurers and workers* 
compensation insurers can and do help some workers successfully return to work after the onset of 
severe impairments (Mcljiren et al. 2010). 

There is a smaller, but growing body of evidence that more work-oriented policies for youth and 
young adults with disabilities can lead to greater emph^yment. The c\’idcncc is especially strong for 
those with psychiatric disorders (Burke-Miller et al. 2012), the primary impairment of over 15 
percent of new entrants. More evidence is staning to emerge from SSA’s Youth Transition 
Demonstration (l*rakcr and Rangarajan 2009). 

1‘inally, there is a growing body of evidence in other countries with ath'anced economies that are 
experimenting with pro-work policy changes (Organization for Economic Gooperation and 
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Dc\cU)pmcnt 2010; Burkhauscr and Daly 2011). The Netherlands and the United Kingdom are the 
most obvious examples. Their work-oriented polio’ reforms are, of course, controversial, and the 
information about the impacts on the economic status of those affected is ven,’ limited, but it is quite 
clear that the reforms are reducing cntr\’ into public long-term disabilit)' benefit programs. It also 
must be said that our abiliu' to leam from other countries* efforts is limited by institutional and 
cultural differences. But nonetheless, there arc imponant lessons to leam from their reforms. 

Roadblocks to Major Structural Reform 

The evidence base is not strong enough to proceed with major structural reforms on a timetable that 
would address the exhaustion of the SSDI Trust bund. The risks would be t<x> high. If disabilit)’ 
policies and programs were restructured on the basis of what we know now, there is a good chance 
that the reforms would not be win-win. .\s a group, people with disabilities might be w'orse off, or 
growth in public expenditures for their suppon might accelerate, or l>orh. 

I'or example, at least two proposals are designed to reduce the number of workers entering SSDI by 
increasing incentives for employers to retain w’orkers after the onset of a disabilin* (Autor and 
Du^an 2010; Burkhauscr and Daly 2011. See also ScKial Securin,’ .\dvisor)' Board, 2006. 
MacDonald and O’Neil 2(K)6, and Stapleton ct al. 2(K)9). There are, however, significant concerns 
about the consequences of these policies, b'irst, they could lead employers to avoid hiring people 
perceived to be at high risk for SSDI entr)*. Second, people who arc truly unable to w^ork may find 
their path to SSDI strewn with even bigger hurdles than under current policy. Third, implementing 
these policies could reduce the competitiveness of U.S. employers in a global economy. I think these 
concerns can potentially be addressed through details of the policy design, but current evidence is 
not adequate for that purpose. Nor is it sufficient to suppon political consensus on such reforms. 

What Can Congress Do? 

(Congress could put the countiy' on a path toward successful restructuring of disabilire policy by 
taking steps that go beyond shon-term fixes to the SSDI Trust bund problem. (This section drawls 
heavily on Mann and Stapleton 201 1, 2012.) One might hope that existing programs w'ould gradually 
evolve to successfully address w'ork disincentives and fragmentation. That is not likely to happen, 
however, without a congressional initiative. Programs that will realize sa\'ings from increased 
employment and reduced reliance on public benefits — primarily SSDI, SSI, Medicare and 
Medicaid — are the rcsponsibilin* of agencies other than those agencies best situated to implement 
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work-oricntccl reforms — Kducation and l^bor. This fragmentation is mirrored in Congress, where 
different committees have responsibilities for the different programs. Structural reforms require 
collaboration across committees — not unheard of, but not easy. 

States also have to play a significant role in de\’eloping structural reforms because they administer 
and provide some of the financing for many disabilit)' supports. In the absence of congressional 
action, states might take the initiative on behalf of their disabled residents, but that rarely occurs, in 
pan because states will realize only a fraction of any program sanngs and in pan because they are 
hindered by having to obtain waivers from multiple federal programs. 

The fragmentation in responsibilities for disabilin policies and programs helps explain why the 
United States lags behind many other countries in the restructuring of disabilitv* policy. legislation is 
needed to jump stan a process that would eventually lead to successful structural reforms. Potential 
legislation might do some of the following: 

• Create a national disabilit)' policy reform commission 

• Hncourage the implementation and evaluation of pilot projects 

• Define objectives and requirements for such projects 

• Rnsure that risks to subjects in pilot projects arc minimized 

• Roster a spirit of innovation and learning 

• Allow considerable time to develop the evidence base that will support agreement on 
fundamental reforms 

In the absence of progress toward win-win structural reforms. Congress will face increasingly 
difficult choices. To prevent the exhaustion of the SSDl Trust R'und. members of (-ongress have to 
come up with a politically acceptable combination of benefit cuts and increased revenues. 1 don’t 
know of a public ser\’ant who relishes the idea of taking benefits away from people with disabilities. 
.\mcricans have always displayed great willingness to provide support to people with disabilities. 
That’s an important reason why federal outlays for their support constitute such a large share of all 
federal spending. But the alternative, increasing revenues, may be just as difficult. 
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As you continue to address the immediate Trust Fund problem, I would encourage your committee, 
in collaboration with other relevant congressional committees, to consider legislation that would 
initiate a process of long-lasting, fundamental reforms to American disability policies and programs. 
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STATEMENT OF MARTY FORD, DIRECTOR OF PUBLIC POLICY, 

THE ARC OF THE UNITED STATES, ON BEHALF OF THE CON- 
SORTIUM FOR CITIZENS WITH DISABILITIES SOCIAL SECU- 
RITY TASK FORCE 

Ms. FORD. Thank you, Chairman Johnson, Ranking Member 
Becerra, and Members of the Subcommittee, for this opportunity to 
testify and for your attention to this very important disability pro- 
gram. 

SSDI is vital to people who are disabled during their working 
years and to their dependents. Earned benefits targeted to people 
with the most severe disabilities benefits are modest, averaging 
about $1,060 per month. For most people, SSDI benefits are at 
least 75 percent of their income. Along with related Medicare bene- 
fits, SSDI provides economic security and plays a vital role in help- 
ing people secure housing, food, health care, and other basic neces- 
sities. 

Beneficiaries are diverse. They can include a young person with 
severe visual or hearing impairment, or who has had a major head 
injury, or physical trauma, from an accident; a former daycare 
worker, teacher, accountant who has been diagnosed with advanced 
cancer or heart condition or MS; a former construction worker, ma- 
chinist, salesperson, or nurse aide with a back injury and chronic 
debilitating pain or early onset of Alzheimer’s; a custodian, illus- 
trator, or stock clerk with bipolar disorder, schizophrenia, or intel- 
lectual disability. 

Many beneficiaries have had repeated attempts to work, often ex- 
acerbating their impairments before finally turning to the Social 
Security system. Most have a combination of adverse vocational 
characteristics such as age, low educational attainment, and declin- 
ing health. Many beneficiaries are terminally ill; about one in five 
men, and one in seven women die within the first 5 years of receiv- 
ing benefits. Furthermore, while recent technological advancements 
and stronger civil rights laws have helped many people with dis- 
abilities work, others face diminishing opportunities as the modern 
work environment actually becomes more demanding and less for- 
giving. 

Given the challenges facing people with disabilities, their loss of 
income and often extreme poverty. Social Security is a vital part 
of the solution for them, not the problem. That is why it is so im- 
portant that any measures to strengthen SSDI be carefully devel- 
oped, tested, and evaluated to understand the effects on current 
and future beneficiaries. 

The CCD Social Security Task Force has developed principles to 
help guide any reforms to the Social Security system, including 
SSDI. These are outlined in my testimony and we have numerous 
recommendations which I will highlight: Develop a better wage re- 
porting and recording system, and promptly adjust wage — adjust 
benefit payments to reduce overpayments; increase the substantial 
gainful activity level to that of people who are blind; establish an 
earnings offset in the SSDI program; provide a continued attach- 
ment to SSDI and Medicare so long as the person remains dis- 
abled. This is an element of the Work Incentive Simplification Pro- 
gram, or WISP. Improve the rules for impairment-related work ex- 
pensed; support and strengthen programs designed to allow flexi- 
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bility for people who want to return to work, including programs 
authorized under the Ticket to Work Program. Improve opportuni- 
ties for those who receive disabled adult child benefits; extend 
SSA’s Title II demonstration authority; extend the WIPA and the 
PABSS programs; and provide SSA with adequate resources to 
carry out all necessary program functions. 

Finally, we must secure the long-term financial future of SSDI. 
As chief actuary, Steve Goss testified that major demographic 
shifts, including the aging of the baby boomers and entry of women 
into the workforce in the 1970s and 1980s, explain most of the re- 
cent DI program growth and that expansion has been expected for 
decades. Fortunately, these trends are also expected to stabilize 
over the next few years. 

To meet the DI trust fund shortfall in 2016, we urge Congress 
to act expeditiously, as has been done in the past, to reallocate pay- 
roll taxes between DI and the OASI programs. Congress has reallo- 
cated funds between the two trust funds six times, using a narrow 
definition of reallocation and 11 times using a broad definition. Re- 
allocation is a sensible solution that will maintain the confidence 
of workers in SSDI. 

Americans value Social Security and are willing to pay for it. Re- 
allocation allows time to carefully develop, consider, and evaluate 
options for assuring the long-term solvency of both the OASI and 
the DI trust funds for generations to come. 

Thank you for this opportunity to testify. I look forward to an- 
swering any questions. 

Chairman JOHNSON. Thank you, ma’am. I appreciate your tes- 
timony. 

[The prepared statement of Ms. Ford follows:] 
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TESTIMONY OF MARTY FORD ON BEHALF OF THE SOCIAL SECURITY TASK 
FORCE. CONSORTIUM FOR CITIZENS WITH DISABILITIES 

Chairman Johnson. Ranking Member Becerra, and Members of the Subcommittee, thank you for the 
opportunity to provide testimony for this fiRh hearing in a series on securing the future of the Social 
Security Disability Insurance (SSDI) program. 

I am the Director of the Public Policy Office of The Arc of the United States. I am also a member of 
the Consortium for Citizens with Disabilities (CCD) Social Security Task Force. CCD is a working 
coalition of national consumer, advocacy, provider, and professional organizations working together 
with and on behalf of the 57 million children and adults with disabilities and their families living in 
the United States. The CCD Social Security Task Force focuses on disability policy issues in the 
Title II disability programs and the Title XVI Supplemental Security Income (SSI) program. 

I. SSDI: A Vital System for People with Significant Disabiiities. 

The focus of this hearing as the last in a series on the SSDI system is extremely important to people 
with disabilities. SSDI, along with related Medicare benefits, provides much-needed economic 
security for people with significant disabilities and their families. SSDI benefits are modest, 
averaging only about SI. 060 per month, but play a vital role in helping people meet their basic 
needs.' For the vast majority of beneficiaries, SSDI benefits make up at least 75 percent of income, 
and for nearly half of non-institutionalized beneficiaries SSDI makes up over 90 percent of income.^ 
Beneficiaries report that SSDI helps them pay for essentials such as housing, utilities, food, 
transportation, clothing, medications, and out-of-pocket expenses for medical care. Additionally, 
SSDI benefits play a central role in helping people with significant disabilities live in the community, 
rather than in restrictive, costly institutions. 

As the Subeommittee has heard during this hearing series. SSDI is an earned benefit targeted to 
people with the most severe disabilities. As part of the Social Security system. SSDI is an insurance 
program designed to provide modest income support to Americans with significant disabilities, who 
have paid into the system during their working lives, as well as to their survivors and dependents. To 
qualify for SSDI, an individual must have worked for long enough and recently enough to have 
earned sufficient FICA credits to qualify. Additionally, an individual must meet Social Security’s 
strict disability standard, demonstrating impairments that are "expected to last 12 months or result in 
death" and are so severe that they preclude substantial gainful activity (SGA), given the individual's 
current circumstances. In light of these strict standards, it is unsurprising that only a small fraction of 
the total number of people with disabilities across the U.S. is found eligible for SSDI each year. 

Diagnoses of SSDI beneficiaries cover the full range of disabilities, from significant physical and 
sensory disabilities, to mental disorders such as intellectual disability or schizophrenia, to sensory 
disorders including visual impairments and deafness, to diseases such as advanced cancers, multiple 
sclerosis, Huntington’s disease, advanced heart disease, or early-onset Alzheimer’s disease. Many 
beneficiaries are terminally ill. In fact, about I in 5 male SSDI beneficiaries and I in 7 female SSDI 
beneficiaries die within the first five years of receiving benefits. Furthermore, the health of people 


' Tabic 4. Number and average monthly bcnctit, by sex and age, December 201 1 . In Social Security Administration 
(2012). Annual Statistical Report on the Social Security Disability Insurance Program, 2011. 
http://www'.ssa.gov/policy/docs/slalcomps/di_asr/20l l/sectOlb.html0lable4. 

’ Rufllng. Kathy A. (2012). Social Security Disability Insurance is Vital to Workers with Severe Impairments. 
Washington, DC : Center on Budget and Policy Priorities. 
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receiving benefils appears lo worsen over lime. Nearly 1 in 2 beneficiaries reported in a recenl 
National Beneficiary Survey that their health had declined over the past year. ^ 

Additionally, the Social Security Act requires that a person not only must be unable to perform his or 
her prior work at or above SGA, but also must be unable to perform any kind of work that exists in 
the national economy, considering the person’s age, education, and work experience. Prior to 
applying for SSDI, the typical claimant held an unskilled or semi-skilled Job w ith moderate or light 
strength requirements.^ The most common jobs held by SSDI claimants include jobs such as nurse 
assistant and home attendant, cashier, fast food worker, laborer, and construction worker.^ 

Many SSDI beneficiaries have made repealed attempts lo work, ofien exacerbating their 
impairments, before finally turning to the Social Security system. In addition, the majority of 
beneficiaries have a combination of adverse vocational characteristics. Nearly 70 percent of SSDI 
beneficiaries in 201 0 were age 50 or older and nearly I in 3 was age 60 or older. Low educational 
attainment limits employment opportunities for many beneficiaries: about 67 percent of SSDI 
beneficiaries have a high school diploma or less (and 30 percent did not finish high school). And as 
discussed above, many have acquired few if any skills in their most recent employment to transfer to 
other work. Finally, while recent technological advancements and stronger civil rights laws have 
been very beneficial in helping some people with disabilities work, others with significant disabilities 
face diminishing opportunities as the modem work environment becomes more demanding and less 
forgiving.* 

2. Strengthening SSDI for People with Significant Disabilities 

Because of the importance of SSDI to people with significant disabilities, over the years the CCD 
Social Security Task Force has developed a number of recommendations for strengthening SSDI to 
improve the system's processes and outcomes. 

a. Provide adequate administrative resources for the Social Security 
Administration (SSA). 

The Social Security Administration (SSA) requires adequate administrative resources to effectively 
administer the SSDI program. 

For many years, SSA did not receive adequate funds for its mandated administrative services. 
Between FY 2000 and FY 2007, the resulting administrative funding shortfall was more than $4 
billion. We thank this Committee for its efforts to provide SSA with adequate funding for its 
administrative budget. Between 2008 and 2010, Congress provided SSA with the necessary resources 
to start meeting its service deliver)' needs. With this funding, SSA was able lo hire thousands of 


^ Livermore, G. el al. (2009). Work Aclivily and Use of Employment Supports Under the Original Ticket lo Work 
Regulations: Characteristics, Employment, and Sources of Support Among Working- Age SSI and DI Beneficiaries, 
Final Report. http://ww\v.ssa.gov/disabilityresearch/documents/TTW5_2_BeneChar.pdf. 

Social Security Administration (2010). Occupational and Medical-Vocational Claims Review Study, Preliminary 
Results as of August 30. 2010. 

* Ihid. 

‘ Statement of Virginia P. Reno. Vice President for Income Security Policy, National Academy of Social Insurance, 
on Securing the Future of the Social Security Disability Insurance Program, before the Committee on Ways and 
Means, Social Security Subcommittee. December 1 1, 2012. 
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needed new employees. There can be no doubt that this additional staff greatly enhanced SSA 
program operations. 

Unfortunately* SSA's administrative budget (Limitation on Administrative Expenses or LAE) has 
been inadequate in recent years. SSA has received virtually no increase in its LAE since 2010. In FY 
201 1, SSA's appropriation was a small decrease from the FY 2010 level and the FY 2012 
appropriation was only slightly above the FY 2010 level. 

Commissioner Astrue recently testified about the negative effects of cutbacks in SSA*s 
administrative funds for Fiscal Year 2012 on the agency's staffing, services, and ability to maximize 
its use of information technology.’ We urge Congress to provide SSA with adequate resources to 
carry out all necessar>’ program functions. 

b. Extend SSA*s Title II demonstration authority. 

SSDI beneficiaries face a complex set of rules regarding earnings, and, if concurrently eligible for 
SSI. assets. Demonstrations allow SSA to test additional ways to help beneficiaries navigate the 
system and can provide important information about assisting beneficiaries to attempt or to return to 
work. Currently. SSA has demonstration authority for its Title XVI programs, but demonstration 
authority for the Title II programs expired in 2005. Congress should extend SSA's Title II 
demonstration authority. 

c. Ensure continuation of the Work Incentive Planning and Assistance (WIPA) 
and Protection and Advocacy for Beneficiaries of Social Security (PABSS) 
programs. 

The WIPA and PABSS programs, established in 1999. provide critically important employment 
services that help beneficiaries of Social Security's SSDI and SSI disability programs attain greater 
economic sclf>su(Ticiency. 

WIPA grants go to local non-profits and other agencies to support outreach, education, and benefits 
planning services for SSI and SSDI beneficiaries about work incentives and services for finding, 
maintaining, and advancing in employment. WIPA grantees inform beneficiaries about the impact 
that employment will have on their disability income and medical coverage, and address many of the 
real fears that individuals have about going to w ork at the risk of losing health coverage. 

PABSS provides a wide range of services to SSI and SSDI beneficiaries. This includes information 
and advice about obtaining vocational rehabilitation and employment services, infonnation and 
referral services on work incentives, and advocacy or other legal services that a beneficiar>' needs to 
secure, maintain, or regain gainful employment. 

The continued existence of the WIPA and PABSS programs is under serious threat. Although 
authorization for both programs expired on September 30, 201 1. SSA was able to set aside funding to 
sustain the PABSS program until September 30. 2012 and the WIPA program until June 30. 2012. 
The recent expiration of funding for the WIPA program already has resulted in the layoffs of many 


’ Statement of Michael J. Astrue, Commissioner, Social Security Administration, before the Finance Committee of 
the U.S. Senate, May 17, 2012. 
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well-trained employees. The impending expiration of funds for the PABSS program will be a loss of 
vitally important services to beneficiaries. 

The CCD Social Security Task Force supports measures to continue the WIPA and PABSS 
programs, such as H.R. 6061, the WIPA and PABSS Continuation of Services Act of 2012^ which 
would ensure SSA*s authority to continue to provide funding for the programs. 

d. Improve program navigation and remove barriers to work. 

Over the years, the CCD Social Security Task Force has developed a number of proposals to make it 
easier for beneficiaries to navigate the SSDI system, particularly when attempting work. As we have 
noted in prior testimony before this Subcommittee, CCD generally supports efforts to improve the 
disability claims process, including through the use of technology, so long as the changes do not 
infringe on claimants* rights. SSA has already implemented a number of significant technological 
improvements that have helped claimants and their representatives and have made the process more 
efllcienl for SSA employees. 

We strongly recommend that SSA develop a better wage reporting and recording system and 
promptly adjust benefit payments to reduce overpayments. Many individuals with disabilities are 
wary of attempting a return to work out of fear that this may give rise to an overpayment when 
reported earnings are not properly recorded and monthly overpayments arc not properly and 
promptly adjusted. 

Additional recommendations for strengthening the SSDI program include the following: 

* Establish an earnings offset in the SSDI program. One of the most difficult and enduring 
barriers to work for SSDI beneficiaries is the sudden termination of cash benefits when 
someone crosses the substantial gainful activity (SGA) threshold afier the trial work period. 
This affects both the individual's benefits as well as those of any dependeni(s). We 
recommend establishing a SI for S2 earnings offset in SSDI to parallel the provision in the 
SSI program. An earnings offset would eliminate the **cash cliff* for beneficiaries who are 
able to work, and would help ensure that individuals are financially better off by earning 
wages than by not earning. This long-overdue proposal is currently being tested. The 
disability community has been advocating for this change for decades. 

* Provide a “continued attachment'* to SSDI and Medicare, as long as a beneficiar>'*s 
impairments last. Beneficiaries who arc sometimes able and other times unable to be 
employed should have continued attachment to cash and medical benefits that can be 
activated with a simple and expedited procedure that is as “seamless** as possible. For 
example, SSA has proposed the Work Incentives Simplification Pilot (WISP). Under the 
WISP, work would no longer be a reason for terminating SSDI benefits. SSA w ould continue 
to pay cash benefits for any month in which earnings were below the established threshold, 
but would suspend benefits for any month in which earnings were above the threshold. SSA 
would evaluate whether this pilot simplification reduces the number of improper payments 
due to work, and allows the agency to redirect those administrative resources to other areas.’’ 


* Statement of Carolyn Colvin. Deputy Commissioner for Social Security, before the Committee on Appropriations 

Subcommittee On Labor. Health and Human Services. Education, and Related Agencies, March 1 7, 20 1 1 . 
hup: //w'wv^. ssa. g ov/l egislatio n/testim onv 03171 1 .html . 
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• Support and strengthen programs designed to allow flexibility for people with disabilities to 
return to work, including programs authorized under the Ticket to Work and Work Incentives 
Improvement Act (TWWIIA). These programs offer people with disabilities the options to 
try different work opportunities without risk of losing their benefits should a return to work 
be unsuccessful. Providing individuals with disabilities opportunities to work up to their 
capacity without risking vital income support and health care coverage promotes their 
independence and self-sufliciency. 

• Revise the rules for impairment-related work expenses (IRWE). Under current rules, 
beneficiaries can deduct from earned income the costs of IRWEs; IRWE deductions are made 
for SGA determinations. The IRWE deduction can be a significant work incentive by 
allowing individuals with disabilities to obtain services, medical items, and other assistance 
that allow them to engage in work activity. CCD proposals for revising IRWE include: 

o Applying the current SSI blindness rule to SSDl disability elaimants and beneficiaries 
to allow the consideration of all work expenses, not only those that are "impairment- 
related.” Currently, for Title II and SSI disability claimants and beneficiaries, only 
those work expenses that arc "impairment-related" are considered. However, the SSI 
income counting rules for individuals who qualify based on statutory blindness arc 
more liberal because all work expenses can be deducted, not only those that arc 
"impairment-related.” There is no public policy basis for this continued disparate 
treatment of people with different significant disabilities. 

o Allowing beneficiaries to include their health insurance premiums as IRWEs. This 
would recognize the higher costs incurred by workers with disabilities who must pay 
premiums for the Medicaid Buy-In or for continued Medicare after the termination of 
free Part A benefits. 

• Increase the SGA level for all beneficiaries to be the same as the SGA level for beneficiaries 
who are blind, and maintain annual indexing of the SGA. 

e. Improve opportunities for Disabled Adult Children. 

Nearly I million Title II beneficiaries qualify as Disabled Adult Children (DAC) and receive an 
average monthly benefit of about $700 per month.’ A DAC beneficiary is eligible based on a parent’s 
earnings record and has a severe disability that began prior to age 22. DAC beneficiaries have limited 
work histories and severe impairments, such as intellectual disabilities, autism, nervous system and 
sensory disorders, and other significant developmental disabilities.” Congress should consider 
improvements to enhance opportunities for DAC beneficiaries, including: 


’977.026 Disabled Adult Children received benefits averaging S705.84 as of December, 2011. Table 4. Number and 
average monthly benefit, by sex and age. December 201 1 . In Social Security Administration (2012). Annual 
Slalixtical Report on the Sctcial Security Disability insurance Program. 20/1. 
http://>vw>v.ssa.gpv/policy/dpcs/sialcomps/di_asr/20IJ/secl0lb.html#labLe4. 

'“Table 6. Distribution, by sex and diagnostic group. December 201 1. In Social Security Administration (2012). 
Annual .Statistical Report on the Social Security Disability insurance Program. 2011. 
hitp://w\vw.ssa.gov7poiicy/docs/statcomps/di_asr/20I l/sect0lb.html4tablc6. 
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* Eliminating marriage penalties. Currently, a DAC beneficiarv' loses eligibility ifhe or she 
marries, unless the DAC beneficiary marries another DAC bencficiar)'. This outdated 
provision poses a significant barrier to marriage, which runs counter to our American value 
of strengthening families. 

* Exempting DAC beneficiaries from the family maximum if they live outside the family 
home. When a DAC beneficiary draws benefits, the worker's benefits and the benefits of any 
other dcpendcnt(s) are adjusted for the family maximum. While this adjustment may make 
sense when a DAC bencficiaiy' lives in the family home and shares household expenses, it 
makes little sense for the increasing number of DAC beneficiaries who do not live with their 
parents, and poses a significant barrier for DAC beneficiaries who wish to live more 
independently. It is possible to resolve this by following the precedent established by 
treatment of a divorced spouse: even though the divorced spouse draws benefits from the 
retiree's record, the divorced spouse's benefit does not affect the family maximum. 

Additionally, Congress should remove work disincentives for young people who would othc^\^'ise 
qualify for DAC benefits in the future at such time that a parent retires, dies, or becomes disabled. 
Under current law. individuals who meet all other DAC eligibility criteria, but earn above SGA at 
any time before qualifying for benefits (at the time of a parent's retirement, death, or disability), can 
never qualify for DAC benefits. This poses a significant work disincentive for people who are 
severely disabled during childhood and may need the benefits earned for them by their parents. It 
also stands in stark contrast to the law for already-eligible DAC beneficiaries, which allows re- 
entitlement to DAC benefits after a 7-year re-entitlement period if the beneficiary's previous 
entitlement had terminated because of earnings above the SGA level. Congress should establish that 
individuals otherwise eligible for DAC benefits (i.e. when their parent dies, retires, or becomes 
disabled) will qualify for those benefits even if they performed work at SGA level at any time during 
their life. One way to implement this recommendation would be for SSA to allow families to secure 
“protective filing status" for their eligible children. Families would provide SSA with evidence that 
their children have disabling conditions prior to age 22 and receive a statement from SSA that, 
should the person ever need the DAC benefits because of their inability to work, they will qualify. 
The use of electronic files now facilitates this process and can ensure the availability of records in 
future years when needed. 

3. Securing the Future of SSDI. 

The Subcommittee launched this hearing series by emphasizing the importance of SSDI as an earned 
benefit for individuals w ith the most significant disabilities, and noting that Congress will need to act 
to address current financing challenges to secure the future of the program - namely, that in 2016 the 
Disability Insurance (DI) Trust Fund will, with incoming revenue, only be able to pay about 80% of 
scheduled benefits. 

Reassuringly, at the first hearing in December 201 1, Virginia Reno of the National Academy of 
Social Insurance testified that SSDI “remains affordable and sustainable despite the recent modest 
increase in prevalence of receipt." Social Security Chief Actuary Steven Goss testified that major 
demographic shifts, such as the aging of the baby boomers and the historic entry of w omen into the 
workforce in the 1970s and 1980s. have been expected for decades and explain most of the recent 
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SSDI program growth." Mr. Goss emphasized that all of these trends are expected to stabilize over 
the next few years, meaning that the current shortfall in payroll contributions compared to SSDI 
program costs is also projected to stabilize in the future. 

As we are hearing today, a variety of proposals have been put forward to reform SSDI. While some 
proposals focus on improving the experiences and opportunities of SSDI beneficiaries, some also 
seek to achieve cost savings, with an eye toward addressing the DI Trust Fund’s solvency. Many 
SSDI reform proposals are in the early stages of development and have yet to be evaluated in terms 
of their impact on current and future beneficiaries or on the solvency of the DI Trust Fund. In fact, 
the Congressional Budget Office (CBO) recently reviewed proposals for fundamental reforms to 
SSDI, such as moving to a partial disability system or refocusing SSDI on rehabilitation and 
reemployment. The CBO found that such changes are unlikely to produce significant short-term 
savings that would address DI Trust Fund solvency by 2016 (and may in some cases increase short- 
term costs) and that “only limited evidence is available on the potential impact of such changes.”'* 

The CCD Social Security Task Force believes that any reforms to our Social Security system must be 
evaluated in terms of their impact on current and future beneficiaries. Any reforms must maintain the 
current structure based on payroll taxes, preserve Social Security as a social insurance program for 
everyone who is eligible, guarantee monthly benefits adjusted for inflation, preserve Social Security 
to meet the needs of people who are eligible now and in the future, and restore Social Security’s 
long-term financial stability.'^ We believe that any reforms to Social Security’s disability programs, 
including SSDI, should conform to core principles including the following:''* 

1 . Preserve the basic structure of Social Security's disability programs, including the 
definition of disability. 

2. EtTorts should be made to increase employment opportunities and improve employment 
outcomes for Social Security disability beneficiaries, but those efforts should not be 
achieved through any tightening of eligibility criteria for cash benefits and/or narrowing 
of health care benefits. 

3. Given that Social Security disability program beneficiaries have already been found 
unable to perform substantial gainful activity, participation in work or activities to 
prepare for work should remain voluntary. 

4. Eligibility and cash benefits should not be subject to time limits. 

5. Fully fund the administrative expenses of the Social Security Administration. 


" Securing the Future of the Social Security Disability Insurance Program. Testimony by Steve Goss. Chief 
Actuary, Social Security Administration. Before the House Committee on Ways and Means, Subcommittee on 
Social Security, December 2, 2011. 

Congressional Budget Office (2012). Policy Options for the Social Security Disability Insurance program. 
Consortium for Citizens with Disabilities (201 1). Social Security Fact Sheet #7 — A Checklist: Effect Of Proposed 
Changes On People With Disabilities & Their Families. 
hup://www.disabilityandsocialsecuri ly.org/docs/SS_F ACTSHT7_F.pdf. 

'■* Consortium for Citizens with Disabilities Social Security Task Force (2012). Disability Program Reform 
Principles, http://www.c-c-d.ora/task forces/social sec/CCD Disability Program Reform Principles3-20l2.pdf. 
For a more detailed di.scussion sec full principles document. A sixth principle relates to the SSI program. 
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4. Immediate Adjustment to the DI Trust Fund. 

With the DI Trust Fund projected to be depleted in 2016, Congress should act expeditiously, as it has 
done in the past, to reallocate payroll taxes between the DI and OASI programs. For example, both 
Social Security trust funds would be able to pay full scheduled benefits through 2033 by temporarily 
raising the 1 .8 percent DI share of the 12.4 percent Social Security payroll contribution by 0.8 
percent in 2013 and 2014, and then by amounts that gradually shrink to 0.2 percentage points in 
2021-2029.’^ Over the years. Congress has reallocated funds between the OASI and DI Trust Funds 
in both directions to keep the Social Security programs on an even reserve ratio -- six limes using a 
narrow' definition of reallocation, and eleven times using a broader definition of reallocation.'^ 

Reallocation is a sensible administrative adjustment that w ill maintain the confidence of workers that 
the DI system that they have built up over the years will remain available for them and their families, 
if needed. Surveys repeatedly show that Americans value Social Security and are willing to pay for it 
because of its importance to workers and their families. Reallocation will also allow time for 
Congress to carefully develop, consider, and evaluate options for assuring the long-term solvency of 
both the OASI and DI Trust Funds for generations to come. 

In closing, thank you for the opportunity to testify. I look forward to answering any questions you 
may have. 

Submitted on behalf of: 

Association of University Centers on Disabilities 
Bazelon Center for Mental Health Law 
Community Access National Network 
Community Legal Services of Philadelphia 
Easter Seals 

Health and Disability Advocates 
National Alliance on Mental Illness 

National Association of Councils on Developmental Disabilities 
National Association of Disability Representatives 
National Disability Rights Network 

National Organization of Social Security Claimants* Representatives 
NISH 

Paralyzed Veterans of America 
The Arc of the United States 
United Cerebral Palsy 
United Spinal Association 


Kulfing, Kathy A. (2012). Social Security Disability insurance is Vital to Workers w ith Severe Impairments. 
Washington, DC: Center on Budget and Policy Priorities. 
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STATEMENT OF DANIEL BERTONI, DIRECTOR, EDUCATION, 

WORKFORCE, AND INCOME SECURITY, GOVERNMENT AC- 
COUNTABILITY OFFICE 

Mr. BERTONI. Good morning. Chairman Johnson, Ranking 
Member Becerra, Members of the Subcommittee. Good morning. I 
am pleased to discuss the future of Social Security disability pro- 
grams, which paid nearly $180 billion to over 14 million individuals 
and their families last year. Given the size and cost of its pro- 
grams, SSA must have current and appropriate criteria to assess 
whether a claimant’s medical condition precludes work in a na- 
tional economy. 

In 2003, we designated SSA’s programs high risk in part because 
its programs did not reflect modern concepts of disability, where 
one’s medical condition and work capacity is assessed in conjunc- 
tion with advances in medicine, technology, and current job de- 
mands. 

My remarks today are based on our June 2012 report and focuses 
on steps SSA is taking to modernize its disability determination 
criteria, especially in regard to how claimant’s functional capacity 
and other factors, such as assistive devices and workplace accom- 
modations are considered. 

In summary, SSA has taken concrete steps to incorporate mod- 
ern concepts into its disability criteria. First, in several areas the 
agency is now giving greater consideration to claimants’ functional 
capacity despite their medical condition to determine whether their 
impairment prevents work. For example, as part of SSA’s revision 
to its medical listings for the immune system the agency included 
several functional criteria, such as performing activities of daily liv- 
ing, maintaining social functioning and completing tasks in a time- 
ly manner. 

In general, the SSA officials and experts we spoke with sup- 
ported incorporating a functional criteria as appropriate to facili- 
tate a more accurate assessment of work disability. However, some 
caution that such an approach could result in more subjective as- 
sessments and pose challenges for decisional consistency. 

Despite these concerns, to better inform its efforts and incor- 
porate functional information into it processes SSA is sponsoring 
research through the National Institutes of Health. Of note is an 
ongoing effort to develop a computer-based tool to more rapidly and 
reliably assess claimant function. Agency officials anticipate sev- 
eral benefits from this assessment tool, such as providing more 
timely, accurate, and consistent information on the impact of im- 
pairments and one’s ability to work. However, the agency has yet 
to determine when or how this tool will be integrated into its dis- 
ability determination processes. 

Although these and other actions are promising, SSA has not 
fully incorporated other modern concepts into its disability criteria, 
such as the role of assistive devices and accommodations in miti- 
gating barriers to work. In today’s work environment, assistive de- 
vices can help the visually impaired perform various tasks and ac- 
commodations such as increased wheelchair accessibility can en- 
hance an individual’s ability to function in the workplace. 

SSA does incorporate assistive devices such as prosthetics for 
walking into the medical listings once they become standard in the 
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medical community, and examiner staff must evaluate a person’s 
ability to function with the devices in place. However, agency offi- 
cials and other experts expressed concerned about more broadly in- 
corporating such devices when they may not be widely available. 

In regard to workplace accommodations, the agency’s policy is 
not to consider them due to the inability to ensure they are actu- 
ally being provided by employers or that they are effective. 

Officials were also concerned about the resources required to do 
such assessments, and that data on availability and use of accom- 
modations was lacking. Although giving broader consideration to 
assistive devices and workplace accommodations is difficult, SSA 
may be missing opportunities to move further in this direction, es- 
pecially for some populations such as young adults. Indeed, some 
have argued that there are common, inexpensive workplace sup- 
ports to address work disability that can be reasonably incor- 
porated into SSA’s disability criteria. And there may be opportuni- 
ties for the agency to obtain this information directly from employ- 
ers as it moves forward in developing its new occupational informa- 
tion system. SSA could also collect such information through its 
disability research consortium which will serve as a national re- 
source for fostering studies on disability policy. 

We recommended that SSA conduct limited, focused studies on 
the feasibility of more fully incorporating certain assistive devices 
and accommodations into its disability determinations. Absent 
studies to ascertain how these tools are playing a role in helping 
individuals with disability stay at work or return to work and their 
cost in comparison to many years of disability benefits, SSA may 
be missing an opportunity to help individuals reengage in the 
workforce and to best target finite program resources. 

Mr. Chairman, this concludes my statement. I am happy to an- 
swer any questions you may have. Thank you. 

Chairman JOHNSON. Thank you, Mr. Bertoni. 

[The prepared statement of Mr. Bertoni follows:] 
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Chairman Johnson, Ranking Member Becerra, and Members of the 
Subcommittee: 

I am pleased to be here today as you discuss the future of the Social 
Security disability programs. The Social Security Administration (SSA) 
manages two of the largest federal disability benefit programs — Social 
Security Disability Insurance and Supplemental Security Income — which 
provided more than $178 billion in payments to about 14.5 million people 
with disabilities and their families in fiscal year 2011. Given the extensive 
size and cost of its disability programs. SSA must have current and 
appropriate criteria by which to assess whether a claimant's medical 
conditions affect his or her ability to perform work in the national 
economy. However, in our previous work we designated federal disability 
programs as high risk, in part because the programs do not reflect a 
modem concept of disability. Specifically, we noted that SSA’s disability 
programs emphasize medical conditions in assessing work incapacity 
without adequate consideration of the work opportunities afforded by 
advances in medicine, technology, and job demands. In addition, we 
found that the medical criteria and occupational information SSA uses to 
make disability benefit decisions were out of date. In contrast, modern 
concepts of disability take into account the interaction of health conditions 
and contextual factors— such as products, technology, attitudes, and 
services— on an individuars functional capacity, rather than viewing 
disability solely as a medical or biological issue. ' Such concepts also 
focus on an individual's functional abilities in, for example, the workplace 
environment, taking into consideration the presence or lack of assistance. 
Experts also have noted that SSA's process should give more 
consideration to an individual's ability to function with an impairment, and 
whether the individual can work if given appropriate supports. 

My remarks are based on our June 2012 report, and focus on steps SSA 
has taken to incorporate a modem view of disability into its criteria.’ In 
performing this work, we reviewed relevant federal laws and regulations; 
program documentation, including policies, procedures, and strategic 


'Modem concepts of disability are reflected in the International Classification of 
Functioning. Disability and Health (ICF). wtwch is the World Health Orgamzalxxi's 
framework for assessing health and disab#ity. 

’GAO, Modernizing SSA DtsabUty Programs Progress Made, but Key Efforts Warrant 
More Management Focus. GAO-12-420 (Washington. D C : June 19. 2012) 
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goals; relevant literature; and position papers and testimonies from 
disability groups and commissions. We interviewed SSA officials, key 
stakeholders, disability experts, and representatives of other agencies 
that administer disability programs. We conducted our performance audit 
from April 201 1 through June 201 2 in accordance with generally accepted 
government auditing standards. Those standards require that we plan 
and perform the audit to obtain sufficient, appropriate evidence to provide 
a reasonable basis for our findings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 

We found that SSA has taken concrete steps to incorporate modern 
cor>cepts of disability into its determination criteria, but faces constraints 
to more fully considering assistive devices and workplace 
accommodations. 

• Giving greafer consideration to a claimant's functional capacity. SSA 
has begun taking a more modem view of disability that looks beyond 
the claimant’s medical condition by giving greater ccmsideration to his 
or her functional capacity, consistent with the International 
Classification of Functioning, Disability and Health (ICF) framework.^ 
In updates to some of its medical criteria. SSA has included an 
assessment of an individuars functional abilities to determine whether 
his or her impairment prevents work. For example, as part of SSA's 
comprehensive revision to the medical listings^ for the immune 
system, the agency included several functional criteria, such as 
performing activities of daily living, maintaining social functioning, and 
completir^ tasks in a timely manner despite deficiencies in 
concentration or persistence. Generally. SSA officials, adjudicators, 
and disability experts we spoke with support incorporating appropriate 
functional criteria into the medical listings to facilitate a more reliable 


^The ICF focuses on the aMrty to function despite a medicai impatrmenl. including taking 
into account the impact of environmental factors, such as products and technology, 
attitudes, artd services The Wortd Health Organization devetoped the ICF as a universal 
ciassification of disability and health for use in health and heatttvreiated sectors, 
especially as a planning and policy tool for decision makers. Ml 191 World Health 
Organization member states er>dorsed the use of the ICF as the intemabonal standard to 
describe ar¥j measure health ar>d disability 

^The medical kstings reflect nr>edicai condrtions that SSA has determined are severe 
erKxigh to qualify a claimant for b enefit s Our recent report. GAO>12-420. provides 
additior\al ^formation on the status of SSA’s efforts to update its medical bstings- 
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assessment of an individuars ability to work. However, some have 
also noted that including functional criteria may result in a more 
subjective assessment by adjudicators because functional evidence is 
inherently more subjective than medical evidence.^ which in turn could 
increase U>e difficulty of making consistent disability determinations. 

• Sponsoring research on functional capacity and disability 

determinations: Since 2008, SSA has had an interagency agreement 
with the National Institutes of Health (NIH) to conduct short* and long- 
term research to inform SSA's efforts to incorporate functional 
information Into its disability criteria. For example. SSA is sponsoring 
longer-term NIH research to develop a computer-based tool to rapidly 
and reliably assess the functional abilities of individual claimants for 
disability determinations.* SSA and NIH officials anticipate several 
benefits from the functional assessment tool, such as providing more 
consistent and comprehensive information on the impact of functional 
limitations earlier in the disability determination process. This 
information may help adjudicators more quickly, accurately, and 
uniformly assess whether a person can perform certain kinds of work 
given his or her functional and occupational capabilities. While this 
research is promising, SSA officiais said they have not yet determined 
when or how the tool will be integrated into the disabilKy determination 
process. SSA officials said they expect to pilot the functional 
assessment tool by 2016. 


Although these steps are promising. SSA has not fully incorporated other 
modem concepts of disability into Its disability determinations. A modern 
view of disability takes into account factors that can hinder or enhance an 
individual's ability to function, such as assistive devices or 
accommodations that can mitigate barriers. For example, an assistive 
device can help the visually impaired perform tasks, and an 
accommodation could include making the workplace more accessible for 


*For example, assessing hjnctional evidence may require SSA examiners to take into 
account a claimants' own testimony and lay statements, which can be more difficult to 
evaluate relative to medical evident 

^Boston University’s Health and Disability Research Institute is developing this tool under 
a subcontract with NIH The tool is based on Item Response Theory using Computer 
Adaptive Testing. As envisioned, the dasnant. a medical provider, or both would respond 
to a series of questions on six areas of functioning (such as mobility and self-care) through 
the computer-^sed tool. 
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wheelchair users or providing an interpreter for someone who is hearing 
impaired. 

While assistive devices and workplace accommodations can play a 
critical rote in an individual’s ability to function in the work environment. 
SSA does not always consider them in its assessment of disatHlity. 

* Assistive devices: SSA officials and experts we spoke with expressed 
concern about nx>re broadly incorporating assistive devices and 
technologies into the medical listings when Uiey may not be widely 
available. SSA officials told us that they do incorporate assistive 
devices into the medical listings once the devices become standard in 
the medical community — a threshold that SSA officials described as 
generally involving some combination of availability, accessibility, and 
insurance coverage. After an assistive device — such as a prosthetic 
device for walking — is incorporated into a listing, adjudicators must 
evaluate the individual’s ability to walk with the device being used. 

• Workplace accommodations: SSA officials said their policy is not to 
consider workplace accommodations for several reasons. First, 
officials dted SSA's inability to ensure that workplace 
accommodations are provided by employers — a concern shared by 
other disability experts we interviewed. SSA officials also indicated the 
agency would be unable to assess the effectiveness of workplace 
accommodations for claimants. Further, officials noted that SSA 
already faces resource constraints managing its disability claims 
worklo^ and expanding the scope of individualized assessments 
would exacerbate those constraints. Finally, they noted that data on 
the availability and use of workplace accommodations are laddng. 


Although giving broad consideration of assistive devices and workplace 
accommodations may be difficult to ir»corporate into the current disability 
criteria and process. SSA may be missing opportunities to move further in 
this direction. Officials we spoke with from an organization of vocational 
examiners expressed frustration with having seen young individuals who 
could work with minor accommodations being provided disability benefits 
likely throughout their working life, rather than receiving support to pursue 
work. Representatives of the organization added that minor 
accommodations can include a stool for sitting or devices to assist with 
vision impairments. As such, there may be common and inexpensive 
workplace supports to reduce work disability that can be feasible and 
reasonable to incorporate into the current disability criteria and process. 
Further, we reported that there are several possible opportunities for SSA 
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to learn more about the availability of workplace accommodations. For 
example, in the process of developing its new occupational information 
system.' SSA may be able to collect some limited information on 
workplace accommodations, such as whether a worker in a particular 
occupation would have the option to sit or stand while working. In 
addition. SSA could collect more information on available 
accommodations through its new Disability Research Consortium" or an 
upcoming symposium with the Institute of Medicine.* 

To help ensure that SSA’s disability decisions are as equitable and 
consistent with modern views of disability as possible, sve recommended 
that SSA conduct limited, focused studies on the feasibility of more fully 
considering assistive devices and workplace accommodations in its 
disability determinations. SSA disagreed with this recommendation, 
stating that such studies would be inconsistent NMth Congress' intentions. 
We maintain that SSA should conduct such studies, noting that while 
Congress has not explicitly directed the agency to consider assistive 
devices and workplace accommodations in making disability 
determinations, it also has not explicitly prohibited SSA from doing so. 
Further, by conducting studies on this issue. SSA would be in a better 
position to thoughtfully weigh the costs and benefits of these various 
policy options before deciding on an appropriate course of action. A 


'in 2008, SSA began a multi-year project to create a new datat>a»e of occupations to 
replace the outdated Dictionary of Occupational Titles. If an individual does not have a 
condition that meets or is equal in seventy to one or more of the medical listings. SSA 
performs an assessment of the individual’s physical and mental residual functional 
capacity. Based on this assessment. SSA determines whether the individual can perform 
past relevant work or any work that is perfonned in the national economy. To inform these 
determinations. SSA uses a Department of Labor database, known as the Dictionary of 
Occupational Titles, 'hiis database has not had a major update since 1977. Our recent 
report. GAO-12-420. provides additional information on the status of SSA's efforts to 
create its new occupational information system. 

"SSA is creating the Disability Research Consortium to serve as a nationai resource for 
fostering high-quality research, communication, and education on matters related to 
dis^ilrty policy, such as identifying or eiiminatmg bamers encountered by people with 
disabiirties in returning to or staying at work 

*$SA has asked the Institute of Medicine to ptan an infomational symposium focused on 
how best to use and assess function in the disability determination process. SSA has also 
contracted with the Institute of Medidne to study its medical chteha for determining 
disability and to make recommendations for improving the timeliness and accuracy of its 
disability decisions 


Pages 


GAO-12-a91T 




52 


complete discussion of SSA's comments and our evaluation is provided in 
the report. 


Concluding 

Observations 


SSA has taken important steps toward modernizing its disability criteria 
by sponsoring promising research that may lead SSA to increase its 
consideration of functional ability in its medical listings and other aspects 
of its disability decisionmaking process. However, consistent with a 
modem view of disability. SSA can do more — through its various research 
and contract arrangements — to better determine vk^ether and how 
commonly available assistive devices and workforce accommodations 
might be incorporated into Its disability criteria. SSA and others raise valid 
concerns about the universal availability of assistive devices and 
accommodations. Hov^ver, vnthout such efforts to study how certain 
assistive devices and accomn>odations are playing a role in helping 
individuals with impairments stay at work or return to work, and their costs 
in comparison to potentially providing years of disability benefit payments. 
SSA may be missing an opportunity to assist individuals with disabilities 
to reengage in the workforce. It may also be missing an opportunity to 
target finite resources efficiently and effectively. 


Chairman Johnson. Ranking Member Becerra, and Members of the 
Subcommittee, this concludes my statement. We would be pleased to 
respond to any questions that you or other members of the subcommittee 
may have at this time. 


Contacts and Staff further information regarding this testimony, please contact me at 

202-512-7215 or bertonid@gao.gov. In addition, contact points for our 
Acknowledgements offices of congressional Relations and Public Affairs may be found on 
the last page of this statement. In addition to the contact named above, 
individuals who made key contributions to this testimony are Michele 
Grgich. Assistant Director. Kate Blun>enreich, and Rachael Valliere. Also 
contributing to this report were Caitlin Croake, Julie DeVautt. Alex 
Galuten. Miriam Hill. Sheila McCoy, Carol Petersen, Almeta Spencer. 
Anjali Tekchandani, Kathleen van Gelder, and Walter Vance. 
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■ 

The Government Accountability Office, the audit, evaluation, and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
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Chairman JOHNSON. Ms. Houghton, welcome. Please go ahead. 
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STATEMENT OF JILL HOUGHTON, EXECUTIVE DIRECTOR, U.S. 

BUSINESS LEADERSHIP NETWORK 

Ms. HOUGHTON. Chairman Johnson, Ranking Member Becerra, 
and Members of the Committee, thank you for the opportunity to 
be here today. My name is Jill Houghton. I am the Executive Di- 
rector of the U.S. Business Leadership Network. We are a business 
network. We are nonprofit. We are nonpartisan, and we promote 
disability inclusion in the workplace, in the marketplace, and in 
the supply chain. Additionally, we run the Nation’s only certifi- 
cation for disability-owned businesses, and we are working with 
corporate America to do business with people with disabilities who 
are entrepreneurs. 

As Executive Director of the USBLN, I am here because our 
businesses, our members are deeply, deeply committed to recruit- 
ing, hiring, and retaining employees with disabilities. I should also 
share with you that my testimony is grounded in my personal expe- 
rience. I ran the Ticket To Work and Work Incentives Advisory 
Panel from 2005 until 2008, when we sunset. I am also married to 
somebody with a spinal cord injury, who is on the Social Security 
Disability Insurance Program and successfully transitioned off the 
rolls. 

While our members are not experts on the Social Security pro- 
gram, one of the things that they firmly believe in is that we as 
a Nation have to move from focusing on disability from a medical 
perspective to focusing on a social perspective, focusing on talent. 
When we go to our members and we ask them if they are inter- 
ested in hiring people with disabilities, unequivocally the answer 
is yes, but they don’t hire people with disabilities because they 
can’t work, they hire people with disabilities because they have the 
prerequisite skills and the needed supports in order to come in and 
get the job done. 

When we went to our members and we asked them about their 
challenges and their opportunities related to this issue, I will tell 
you that one of the number one issues, once they get over and they 
figure out that this is what they want to do, the question becomes 
where are — where is the supply? We represent the demand side of 
the equation and where is the supply? How do I find people with 
disabilities? And specifically, how do I find college students with 
disabilities? 

So we created a National Student Advisory Council and we be- 
came really personally connected to this because one of our student 
leaders, Jimmy Curran, graduated from Temple University with a 
degree in finance. This kid is ready to set the world on fire. This 
is who my members are looking for. And Jimmy got a job as a mar- 
ket research analyst in Pennsylvania with a Blue Cross affiliate, 
and he called me up and he said, hey, I am going to work but he 
needed personal care assistant services. So his private insurance 
wasn’t going to pay for that. So he didn’t know about 1619(b) and 
all of the complicated work incentives and we helped him get con- 
nected, and so the good news is, Jimmy is working, and that is the 
good news. The bad news is that unless he gets bumped up to a 
really high level within the company he is going to have to stay at 
this certain level and limit his earnings because he needs the per- 
sonal care assistant services. And in a short amount of time he is 
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going to become dually eligible. Now, from businesses’ perspective 
we have invested in Jimmy. We want Jimmy. We want to help 
Jimmy grow within the company, but it is going to be a challenge 
and he is going to have to come to making some tough decisions. 
So that is definitely a challenge that we face. 

Other challenges that we face, is there is a myriad of government 
programs out there and nobody knows how to navigate, right? I 
mean, people knock on businesses’ door from, you know, every nook 
and cranny talking about what people can’t do. We don’t want to 
know what people can’t do. We want to know what people can do. 

Certainly, there are challenges that our members hear about. 
They hear about employees that have issues with overpayments, 
that have issues with program eligibility, et cetera. The list goes 
on. 

So where are we succeeding? I will tell you where we are suc- 
ceeding. We are succeeding because business — companies like 
Walgreens are standing up and making a corporate commitment to 
recruit, to hire, to retain people with disabilities, and they are 
teaching their peers. Countless companies, Lowe’s, Pepsi, Hershey, 
Merck. The list goes on and on and on of companies that are learn- 
ing from each other that are committed to this. But it is not easy. 

I would tell you that, in conclusion, hiring people with disabil- 
ities gives business a competitive advantage. It is an advantage 
that business needs. We represent the demand side of the equation. 
We need the talents, the dedication, and the creativity of people 
with disabilities in the workforce, but equally important is we need 
policies and programs and investments that support this paradigm 
shift from a medical model to one that focuses on talent. 

Thank you. 

Chairman JOHNSON. Thank you, ma’am. I have visited 
Walgreens where they work those people, and there must have 
been 10 of them in there stocking shelves. It is neat to see people 
who are in that situation accomplishing something with their lives. 
It really is. 

[The prepared statement of Ms. Houghton follows:] 
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Chairman Johnson, Ranking Member Becerra, and Members of the Ways and Means 
Committee, Social Security Sub-Committee thank you for the opportunity to provide 
testimony regarding “Securing the Future of the Social Security Disability Insurance 
Program". My name is Jill Houghton and I am the Executive Director of the US Business 
Leadership Network (USBLN®), a national non-profit, non-partisan business to business 
network promoting workplaces, marketplaces, and supply chains where people with 
disabilities are included. The USBLN® serves as the collective voice of over 60 
Business Leadership Network affiliates across the United States, representing over 
5,000 businesses. Additionally, the USBLN® runs the nation’s leading third party 
certification program for disability-owned businesses, including service-disabled 
veterans. 

As the USBLN® Executive Director, I'm here today because our corporate members 
Including small, medium and large businesses across the nation are deeply committed 
to recruiting, hiring and retaining employees with disabilities. Collectively, these 
businesses represent the demand side of the employment equation. 

As the former Executive Director for the Ticket to Work and Work Incentives Advisory 
Panel, between 2005 and 2008 I had the pleasure of working with bipartisan members 
and staff on this Committee. I very much appreciate your commitment to securing the 
future of the Social Security Disability Insurance program. My testimony is grounded in 
my professional experience working with corporate members of the USBLN®, as a 
policy advisor, and my personal experience as a person who is married to someone 
with a spinal cord injury who transitioned off of the Social Security Disability Insurance 
program and is currently a successful entrepreneur. 

While our members are not experts on the Social Security programs they strongly 
believe that the foundation of any changes in our current system needs to be rooted in 
moving our nation's view of people with disabilities from a deficit or medical model to a 
talent or social model. 

The medical model of disability is still prevalent in our country as evidenced by our 
language choices, media portrayals, fundraising activities, and program eligibility 
requirements. A social model defines disability as different from the average, neutral in 
the absence of additional context, and located in the interaction between individuals and 
society. The remedy in the social model is ensuring that the environment is accessible 
and that attitudinal barriers are addressed. There are signs that this model is gradually 
emerging in our nation's workplaces and policies, but we need to accelerate this 
paradigm shift to effect sustainable change and to ensure that individuals with 
disabilities are fully included. 

Senior corporate leaders like Deborah Dagit, Vice President and Chief Diversity Officer, 
Merck, Randy Lewis, Senior Vice-President, Supply Chain and Logistics, Walgreen 
Company, Stephen J. Szilagyi, Senior Vice President. Distribution, Lowe's Companies, 
Inc. and Keith Wiedenkeller, SPHR, SVP & Chief People Officer. AMC Entertainment 
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Inc. to name a few are teaching their peers how to build inclusive workplaces where 
people with disabilities work side by side with people without disabilities, earning the 
same pay, doing the same jobs, held to the same standards of productivity and other 
workplace standards. These senior leaders and countless others recognize that 
incorporating individuals with disabilities in all diversity and inclusion practices positively 
impacts their companies’ bottom line. 

While businesses sometimes encounter serious challenges as they seek to implement 
inclusion strategies, many employers have overcome these hurdles with robust and 
creative practices. For example, some companies have learned that: 

• It’s cost effective to recruit and retain the best talent regardless of disability: 

• Technologies that are usable by all employees lead to greater productivity; 

• There are economic benefits of broadening supplier bases to include diverse 
categories, such as disability-owned businesses: and. 

• Disability inclusion often increases their companies’ share of new markets. 

The USBLN® is based on the premise that businesses respond to their peers. We bring 
companies and leaders together to learn how to include people with disabilities in all 
aspects of their corporate enterprises. The USBLN® and our BLN affiliates have 
become an important organization to help businesses realize the wide range of 
opportunities available and the potential for replicating success. 

In preparation for my testimony today we asked USBLN® members about recent 
challenges and successes related to recruiting, hiring and retaining employees with 
disabilities and my testimony summarizes these responses. 

CHALLENGES 

Recruiting 

One challenge some members identified was taking the first steps to begin recruiting 
and hiring people with disabilities. Many companies shared their internal challenges 
associated with addressing the fears of their supervisory and mid-level management, as 
well as, the challenges associated with the “NGDGU” (No Good Deed Goes 
Unpunished) principle. In this economy the last thing managers want is anything that 
complicates their lives and they assume that they don't have the time and/or resources 
to handle any “complications" of hiring and retaining employees with disabilities that 
may arise. /Additionally, there’s great fear that if they make the effort to do the right 
thing, it will result in equal employment opportunity issues and litigation. 

Also challenging is recruiting competitive candidates with disabilities. The question we 
receive regularly is, “where can we find candidates with disabilities that have the pre- 
requisite skills, and/or have the required supports in place needed to support work?" 
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When we asked USBLN® members if there's an interest in hiring people with disabilities 
the answer was overwhelmingly, “yes"! However, we’re repeatedly told that business 
won't hire candidates simply because they’re disabled. Rather employers hire 
individuals because they’re qualified to perform the job with or without reasonable 
accommodations. Additionally, several companies made it a point to emphasize that 
they’re not only seeking candidates tor entry level jobs but also for supervisory and 
managerial positions and it’s very difficult to recruit for these types of positions whether 
the candidate has a disability or not. 

Our members often ask us “Where can we find college students with disabilities?" and 
as a result, we established a USBLN® National Student Advisory Council. A little over a 
year ago we were personally confronted with the challenges that one of our student 
advisors was facing. Jimmy Curran, a Montgomery County resident, who in May 201 1 
graduated with honors from Temple University with a degree in Finance and accepted a 
position as a Market Research Analyst with Independence Blue Cross. While Mr. 

Curran was at Temple, he had two student internships, one at the CIT Group in New 
York City on the Risk Management team of the Transportation Finance department and 
the second in the Office of Cathy McMorris Rodgers (R-WA.) In an economy where 
unemployment is high and college students cannot find positions in their fields of study, 
Mr. Curran not only did everything right to prepare for employment but found a 
professional position in his field of study. When he began to work on Monday, 
September 12, 201 1 he was in jeopardy of not being able to afford to work because he’s 
a person with a significant physical disability who was at risk of losing the personal care 
services he needs and that had been paid for through Medicaid. He was technically 
eligible to transfer to the Act 150 waiver, which is for individuals who meet the medical 
criteria and work. However, there was a waiting list of 250 people. If he worked and 
maintained his earnings for over 30 days before getting on Act 150, he would not have 
been eligible for that program. Luckily, he was able to get assistance and access 
1619(b) which will allow him to continue working while receiving Medicaid to support his 
personal care services. However, unless something changes with the program he will 
need to limit his earnings and will be unable to advance with the company. This 
represents a huge missed opportunity for business and these type of challenges greatly 
impacts our members ability to recruit, hire and retain youth with disabilities. 

Additional reports indicate that when our member’s campus recruiters go to colleges 
and universities, they contact Career Services to schedule their visits but do not find 
cooperation between this office and the offices for Disabled Students Senrices. 
Consequently, these recruiters rarely encounter students with obvious and/or disclosed 
disabilities. 

The bottom line is that there are a myriad of government and private organizations in 
every community across America attempting to help connect youth and adults with 
disabilities to jobs, but they often times don’t approach business in a manner that’s 
responsive to their needs. Thus, many of our members describe being contacted by a 
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multitude of job developers who have good intentions but don't speak the language of 
business. 

Getting to and from Work 

Another challenge reported Is the lack of access to and accessibility of public 
transportation. Many of our members have U.S. facilities that are rural and draw from 
an employee base within a large geographic radius without access to public 
transportation. In many instances this had led prospective candidates with disabilities 
that don’t drive to withdraw from consideration for employment. Similarly, some 
businesses have sought out assistance in sourcing talent with disabilities from local VR 
and/or CRPs only to be declined due to the lack of availability of public transportation. 
For example, when a job calls for people to work extended or unusual hours, as can be 
true in the entertainment industry, employees who rely on public transportation are 
unable to do so because there is no access after “normal" business hours. It is next to 
impossible for their employees to find a public bus at 1 :00 in the morning. For many 
industries, the employee must be on site to accomplish the work. 

This creates a huge missed opportunity to business because skilled and valuable 
employees are unable to accept or keep their positions. Limiting these opportunities 
can also result in higher expenditures for public programs like Social Security Disability 
Insurance and Medicare. 

Program Obstacles 

Finally, while our members would be the first to admit that they aren't the experts on the 
Social Security Disability Insurance program they've shared that there seems to be 
significant obstacles (i.e. losing program eligibility, healthcare benefits, fear of 
overpayments) in the current system that lead to individuals with disabilities needing to 
limit their earnings, reduce hours worked and in some instances resign or refrain from 
entering the workforce. These types of challenges significantly hamper Corporate 
America’s faith in and ability to recruit, hire and retain good employees with disabilities. 
One member shared that in some instances, this can also lead to internal challenges 
associated with headcount requirements and/or extra management time which 
inadvertently lead to increased expenses. 

SUCCESSES 

Recruiting 

Overall, our members shared that their best successes have come from what they’ve 
learned from other companies about hiring people with disabilities. A critical component 
to the success of any initiative to hire or retain people with disabilities is a company's 
ability to establish a trusted relationship with a partner that can source talent with the 
required skills. 
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Some employers shared that they’ve worked closely with the Council of State 
Administrators of Vocational Rehabilitation, National Employment Team (CSAVR - NET) 
to source talent and prefer to do so rather than partnering directly with a community 
rehabilitation provider (CRP). They choose to work with CSAVR - NET because their 
experience has shown that CRPs are contracted directly by VR and thus the candidates 
originate from Vocational Rehabilitation (VR). Because of this in many instances it 
makes more sense for corporations to source qualified candidates with disabilities from 
VR directly. Business then asks VR to engage CRPs as needed to provide the support 
services each individual candidate may need to be successful in the jobs they hold 
within their company. 

While other companies reported that they work with a wide range of partners including 
CSAVR-NET, a CRP. a coalition of CRPs, or private staffing agencies depending on 
their ability to deliver talent and to effectively meet businesses needs. 

In an effort to specifically reach students with disabilities, several of our members 
shared that they work closely with Career Opportunities for Students with Disabilities 
(COSD).ln its 12th year, COSD is a network of over 1200 colleges, universities and 
national employers in the private and public sectors. They raise awareness regarding 
the unique challenges that students with disabilities face and help with career 
placement. They also encourage employers to specifically request access to students 
with disabilities during campus recruiting activities, and inquire whether or not the 
school coordinates their disability support services and career placement programs. 

Additionally, the USBLN® and the Employer Assistance and Resource Network 
(EARN), a National Employer Technical Assistance Center (NETAC) funded by the U.S. 
Department of Labor, Office of Disability Employment Policy (ODEP) and operated by 
Employment and Disability Institute at the School of Industrial and Labor Relations of 
Cornell University have joined forces and to launch the Alliance Mentoring Pilot 
Program. The program was launched in April 2012 and aims to provide career 
mentoring opportunities to college students and recent graduates with disabilities 
through linkages to business professionals. 

Mentor recruitment was targeted towards companies who are part of the Circle of 
Champions, a distinguished group of businesses that received the Secretary of Labor's 
New Freedom Initiative Award between 2002-2008 for innovative efforts to recruit, hire 
and promote people with disabilities. While the initial goal was to secure 5-8 mentors, 
the call for volunteers surprisingly netted a total of 21 employee volunteers. Mentors in 
the 2012 Alliance Mentoring Pilot Program are from companies such as Deloitte, Ernst 
& Young, Highmark, Microsoft, Northrop Grumman and WellPoint. 

The pool of mentees were sourced from the Workforce Recruitment Program's (WRP) 
2012 database of 2770 students and recent graduates with disabilities representing 
over 270 colleges and universities. 153 veterans are also included in the WRP 
database. Matches were made based on mentors' background and preferences as well 
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as mentees' career goals. A total of 20 mentees were selected (1 mentee was assigned 
2 mentors). 

While the Alliance Mentoring Pilot Program is still undenway and does not end until 
October 2012, some initial feedback indicates a great need for improved self-advocacy 
and communication skills that mentoring can bring. The high level of initial interest 
demonstrates the value both mentors and mentees attribute to this project and thereby 
conveys the need for further expansion which will focus on students and recent 
graduates with science, technology, engineering and math (STEM) majors and those 
with veteran status. 

Getting to and from work 

While telework does not replace adequate accessible transportation systems, for some 
industries, it can be a good solution to recruit and retain employees with disabilities. For 
our members attempting to recruit in rural or low population areas where there is not 
available or adequate public transportation, telework can provide access to employees 
without requiring relocation. In addition, distance learning can also provide an 
opportunity to teach employees new work skills. Telecommuting can also be a stop gap 
measure during and after natural disasters such as earthquakes, tornadoes or 
hurricanes and for shifts when public transportation is not available and/or when work 
hours are not consistent. 

Given the increased accessibility of information and communications technology, an 
employee located at a distance can often perform the same work regardless of location. 
This said, like many agencies in the federal government, companies must first purchase 
accessible technologies and be knowledgeable about the functions and features that 
can make information and communications accessible to their employees with 
disabilities. 

A member company in South Carolina worked with their main disability service partner 
to create a solution by accessing a grant to purchase a small bus and they charge the 
employees a subscription fee to cover the operational costs of running that bus. It 
operates with a “hub" system so that in most cases, the employees need a ride to the 
pick-up spot, but it eliminates family members needing to drive individuals for an hour 
each way every day. This system also has limitations because if one person on the bus 
has overtime, everyone has to stay at the building until the last person’s shift ends. 
However, their Texas location partnered with the agency that provided the largest 
number of employees with disabilities and selected them as the charity for one year's 
campaign. The funds raised were matched by a grant and the money was used to 
purchase a bus to transport individuals for training as well as for work. 

In Wyoming, one of our members has had members of management drive a company 
vehicle to transport their team members to and from work. However, this is limited by 
the size of the vehicle and territory they are able to cover. 
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Retention 

One large pharmaceutical company shared that they have a "Workplace Enablement" 
program that provides supportive, productive and flexible work environment solutions for 
employees with both non-apparent and visible disabilities. This not only ensures that 
they are fully compliant with regulations, but positively impacts return to work after a 
health event, and enhances productivity for employees, their managers and peers who 
can quickly access appropriate accommodations solutions. 

There are four key pillars in their program; 

• Inclusion messages that ensure the program is well understood and easily 
accessed by employees, managers, and the human resources community; 

• Linkages to their broader health and wellness Initiatives to ensure all employees 
are proactively engaged in their fit and healthy efforts; 

• Ensuring full compliance with ADAAA and OFCCP guidance and associated 
documentation requirements; and, 

• Training for managers to support confidence and capability by addressing any 
concerns around language choices, accommodations, and performance 
management; linking these efforts to the broader talent objectives (e.g. retaining 
top talent after the advent of a health challenge), the business case for disability 
inclusiveness, an overview of the ADA Amendment, and some case scenarios to 
"make it real." 

Finally, many of our members shared that they’ve taken some additional measures to 
promote workforce inclusion such as: 

• Developing active Employee Resource Groups for colleagues with disabilities, 
caregivers and allies; 

• Creating guidelines and checklists for ensuring meetings are accessible and that 
accommodations are readily available for travel, hotel requests, accommodations for 
presenters with a disability, and dietary needs: 

• Evaluated and addressed various access issues to corporate facilities for both 
guests and employees to make sure the environment is safe and welcoming; 

• Ensuring that development opportunities, both virtual and classroom are accessible; 

• Routinely Including closed-captioning during major business meetings and make this 
service or sign language interpreters available to colleagues upon request for 
smaller meetings; 

• Offering a variety of work/life tools and resources, including ready access to flexible 
work arrangements, and a variety of home health support through an external 
partner; and, 

• Including entrepreneurs with disabilities in supplier diversity programs. 
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One member shared that their desired outcome is that candidates and colleagues who 
have a disability believe that “the company is always there for me and that they are not 
defined by a disability, but by the contributions they are able to make to their team's 
goals.” 

Promoting the Use of Disability-Owned Businesses 

The USBLN's flagship program is the Disability Supplier Diversity Program (DSDP). 
DSDP is the nation's first and only third party certification program for disability owned 
businesses and includes service-disabled veterans. The certification is a rigorous 
process that includes a site visit. It offers the Disability Owned Business Enterprise the 
opportunity to market its certification and to connect with USBLN member companies. 
The program advances economic opportunities for all entrepreneurs with disabilities, by 
working with America's top corporations to broaden corporate supplier diversity 
programs to include disability-owned businesses. The ultimate goal of the Disability 
Supplier Diversity Program is to develop and grow an infrastructure that will foster a 
mutually beneficial relationship between corporate purchasers and disability-owned 
businesses. 

CONCLUSION 

In conclusion, it's important to emphasize that businesses recognize that disability 
inclusion in their workforce strengthens their competitive edge. Perhaps more than any 
other group of people, individuals with disabilities have the ability to adapt to different 
situations and circumstances. As employees, they add to the range of viewpoints 
businesses need to succeed, offering fresh ideas on how to solve problems, accomplish 
tasks and implement strategies. USBLN® member companies like Walgreens have 
documented that recruiting, hiring and retaining employees with disabilities results in 
lower turnover; better safety; and reduced hiring and operational costs. 

Business represents the demand side of the equation and needs the talents, dedication 
and creativity that people with disabilities bring to the workplace, marketplace and 
supply chain. Equally important are policies, programs and investments that support 
the paradigm shift from a medical model to a social model and focus on talent that 
meets a business' need. 
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STATEMENT OF NADINE VOGEL, FOUNDER AND PRESIDENT, 

SPRINGBOARD CONSULTING, MENDHAM, NEW JERSEY, ON 

BEHALF OF THE SOCIETY FOR HUMAN RESOURCE MANAGE- 
MENT 

Ms. VOGEL. Thank you. Good morning, Chairman Johnson, 
Ranking Member Becerra, and distinguished Members of the Sub- 
committee. My name is Nadine Vogel and I appear before you 
today as a member of Society for Human Resource Management. 
SHRM’s members have a long history of promoting effective em- 
ployment practices that advance equal opportunity for all people, 
including individuals with disabilities. I commend you for holding 
this hearing on the Disability Insurance Program and thank you 
for the opportunity to testify. 

Mr. Chairman, I am the Founder and President of Springboard 
Consulting in Mendham, New Jersey. At Springboard it is my pro- 
fessional goal to collaborate with organizations that encourage the 
hiring and retention of individuals with disabilities. On a personal 
level, my husband and I are both parents of two children who have 
special needs. I understand firsthand the issues that individuals 
that have disabilities and their families face, but I also understand 
the challenges that employers face in today’s economy. 

Every day in this country employer disability management strat- 
egies are helping employees stay on the job and off our strained 
Disability Insurance Program. Employers and HR professionals 
continue, however, to confront persistent gaps between the skills of 
unemployed workers and the skills sought by employers to fill spe- 
cific positions. 

Recent SHRM research reveals that more than one-half of em- 
ployers report difficulty recruiting for specific jobs today. Individ- 
uals with disabilities can fill these gaps. The challenge for employ- 
ers is to develop an approach that recruits and retains these tal- 
ented employees while successfully navigating Federal law and pro- 
grams. 

In my experience both employers and employees want individ- 
uals with disabilities to remain at work or return to work as quick- 
ly as possible. The GAO has shown that the longer employees are 
out of work, the less likely they are to ever return. But there are 
many challenges for employers. While numerous Federal statutes 
and programs attempt to provide a transition from disability to 
work for these individuals, taken as a whole, they are very com- 
plicated to navigate. 

First, the Social Security Disability Insurance Program has great 
merits, but it was not originally created to handle all of the age- 
related disabilities that come as a result of people living longer and 
staying in the workplace longer. In addition, the definition of dis- 
ability for eligibility for SSDI is outdated. It reflects the medical 
model rather than a functional model. Contrary to SSDI definition, 
other Federal statutes use a different definition. At SHRM we pre- 
fer the Americans with Disabilities Act, or ADA, definition. It relies 
on the essential functions of the job, what someone can do rather 
than a more general job description or perhaps what they can’t do. 

Then our members report mixed experiences in utilizing the 
Work Opportunity Tax Credit and VOW to Hire Heroes Act Tax 
Credit as well as vocational rehabilitation protection and advocacy 
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for beneficiaries of Social Security and the Ticket To Work pro- 
grams. Because of the complexity and the paperwork required to 
take advantage of these tax credits and programs, they are more 
geared towards benefiting large employers with HR departments, 
and even then can be extremely overwhelming. Despite the eco- 
nomic and statutory hurdles, employers have found many strate- 
gies successful in keeping employees with disabilities at work. 

First, when employers engage an employee early on in the return 
to work process it allows the organization to simultaneously meet 
business needs and reduce the financial impact of a prolonged ab- 
sence to the employee and their family. 

Second, employers clearly define policies and jobs. Employers 
must ensure that the transition back to work programs have spe- 
cific written guidelines, light duty, and regular duty job descrip- 
tions. 

Third, reasonable accommodations committees, or RACs, are be- 
coming a very effective practice towards ensuring the fair and equi- 
table end-to-end process of someone requesting an accommodation. 

And fourth, employers are providing creative accommodations 
and other simple solutions for these employees such as a keyboard 
tray to reduce carpal tunnel syndrome. Such accommodations can 
include workplace flexibility benefits such as defined flexible work 
schedules and even telecommuting. 

In closing, Mr. Chairman, I want to be clear that while some of 
these suggestions for disability management tactics may work for 
different employers, you know, you have to keep in mind that the 
suggestions here are circumstantial. So there is not one simple one- 
size-fits-all solution for every employer of every size or, for that 
matter, in every industry. 

Mr. Chairman, again, I thank you, I thank you the subcommittee 
for listening to my perspective, and I am happy to answer any 
questions. 

Chairman JOHNSON. Thank you, ma’am. 

[The prepared statement of Ms. Vogel follows:] 
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Introduction 

Good morning Chairman Johnson, Ranking Member Becerra, and 
distinguished members of the Subcommittee. My name is Nadine Vogel, and I am 
Founder and President of Springboard Consulting LLC in Mendham, Nj. Springboard 
collaborates with multinational corporations, federal agencies and other 
organizations on initiatives to successfully mainstream disability in the global 
workforce, workplace and marketplace. I am the author of Dive In: Springboard into 
the Profitability, Productivity and Potential of the Special Needs Workforce. Thank you 
for this opportunity to testily before the Subcommittee at this fifth hearing in the 
series titled "Securing the Future of the Disability Insurance (DIJ Program." 

I appear before you today as a member of the Society for Human Resource 
Management (SHRM), the world's largest association devoted to human resource 
(HR) management. Representing more than 260,000 members in over 140 
countries, the Society serves the needs of HR professionals and advances the 
interests of the HR profession. Founded in 1948, SHRM has more than 575 affiliated 
chapters within the United States and subsidiary offices in China and India. I am also 
a member of SHRM's Workplace Diversity Special Expertise Panel. 

Mr. Chairman, I commend you for holding this hearing on this important 
topic. As the Founder and President of Springboard Consulting, my professional goal 
is to collaborate with organizations to encourage the hiring and retention of 
individuals with disabilities. Employers that capitalize on the abilities of this 
segment of the workforce see improved productivity, retention and profitability. 
Personally, my husband and I are parents of two beautiful girls who have special 
needs. I understand firsthand the issues that individuals who have disabilities and 
their families face. I am the founder and past president of the board of SNAP, Special 
Needs Advocate for Parents; a member of the New Jersey State Employment & 
Training Commission Disability Issues Committee; and a Founding Board Member of 
the Society for Diversity. 

In today’s economy, organizations must compete in the global market for 
skilled, talented employees, while managing their labor costs and expenses to 
remain competitive. HR professionals and employers must also address how to 
manage their business when faced with challenges such as employee absences, 
added workload for colleagues, and the impact on productivity due to disability or 
illness. Proactively keeping employees at work who are experiencing impairments 
and transitioning employees who have experienced a disability back into the 
workforce has value to the employer in mitigating some of this impact while also 
retaining a productive employee. This effort also has the added value of meeting the 
individual employee’s needs. However, even employers with very comprehensive 
disability management programs can experience challenges. 


My comments will describe the need for employment opportunities for the 
disabled, SHRM’s efforts to promote disability employment, background on federal 
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return-to-work programs, challenges to disability employment, and successful 
employer stay-at-work and return-to-work strategies. 

SHRM’s work to promote employment of individuals with disabilities 

As we move away from the depths of the recession, employers and HR 
professionals continue to confront persistent gaps between the skills of unemployed 
workers and the skills sought by employers to fill specific positions. Recent SHRM 
research reveals that, in the current labor market, more than one-half (52 percent) 
of employers reported difficulty recruiting for specific jobs.' At the same time, there 
are pools of workers that might serve as a source of skilled employees: military 
veterans and individuals with disabilities. According to the Bureau of Labor 
Statistics, the unemployment rate for individuals with a disability was 15 percent in 
2011.2 Whether born with a disability or acquiring one as a result of age, accident, 
illness, or military service, these individuals are often educated and talented and are 
people that this country is in great need of; committed, skilled, innovative 
talent. The challenge for employers is developing an approach that recruits and 
retains these talented employees while successfully navigating federal law and 
programs. 

In my experience, almost all employees who suffer an accident, illness, or 
develop a disability want to remain at work or get back to work as quickly as 
possible, even if not in the same capacity as before the onset of the impairment. 
Returning to work improves self-esteem that comes from being independent and 
able to support oneself as well as contribute to an organization, rather than seeking 
lifetime care. 

Work is important to people and is a large part of what defines them. 
Prolonged absence from work impacts the family not only financially but it also 
affects employees’ emotional well-being. Experienced professionals recognize that 
the longer employees are out of work due to disability, the more likely they are to 
become disconnected from the employer and the benefits they receive from 
working. According to a report by the Government Accountability Office (GAO), an 
injured or disabled worker who remains out of work for more than six months has 
only a 50% chance of returning to work at all.^ Intervening to help employees stay 
at work or transition back into the workplace quickly following a disability not only 
improves their recovery, it also enhances their self-image and reduces stress on 
their families. It also enhances their commitment to their employer as an employer 
of choice. 


' Society for Human Resource Management (20 1 1 ). The Ongoing Impact of the Recession — Recruiting and 
Skill Gaps SHRM Poll. 

' U.S. Department of Labor, Bureau of Labor Statistics (2012). Employment of persons with a disability, 
2011. 

' U.S. Government Accountability Office. Health. Education and Human Sert'ices Division (1996). Retum- 
to-Work Strategies From Other Systems May Improve Federal Programs. 
hup: Avw w.uao.eot /assets’ 1 6(1/ 1 55504.pdf . 
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SHRM and its members have a long tradition of promoting effective practices 
for advancing equal employment opportunity for all people, notably including 
individuals with disabilities. HR professionals strongly support the goal of 
increasing the employment of people with disabilities, and work every day to help 
individuals stay at work and return to work in the event of a disability. 

SHRM created a Disability Employment Resource webpage that offers its 
members and their organizations a wealth of resources, articles and links to help 
source, recruit, retain, and develop people with disabilities. SHRM also provides 
training through conference programming and webcasts to its members on 
disability law and effective employment practices. SHRM's member organizations 
regularly engage in outreach efforts to civil rights and disability organizations, both 
as part of their current affirmative action obligations and as a sound business 
practice. 

SHRM bas also partnered with many national organizations to promote 
disability employment. Since 2006, SHRM has partnered with the Department of 
Labor’s Office of Disability Employment Policy (ODER], which provides national 
leadership by developing and influencing disability employment-related policies 
and practices affecting an increase in the employment of people with disabilities. 

The Employer Support of the Guard and Reserve (ESGR) is a Department of 
Defense organization that promotes cooperation and understanding between 
Reserve component members and their civilian employers and assistance in the 
resolution of conflicts arising from an employee's military commitment. SHRM 
signed a statement of support for ESGR and the more than 1.2 million citizens from 
all walks of life who have volunteered to serve during two long and difficult wars. 

In addition, the U.S. Department of Labor’s Veterans' Employment and 
Training Service (VETS) provides resources to assist veterans and service members 
to boost their employment opportunities. Both of these organizations help 
employers find, hire and retain skilled military service members.^ 

As you can see, SHRM is a staunch advocate for hiring individuals with 
disabilities and promoting programs and policies that facilitate individuals 
returning to work as quickly as possible. With the breadth and scope of the Society, 
there is a tremendous opportunity for additional government agencies to directly 
partner with SHRM and its members on such solutions. 

in 2008, SHRM and other employer associations joined with several 
disability advocacy organizations to reach an agreement on amending the 
Americans with Disabilities Act of 1990 (ADA). The ADA protects current employees 
and job applicants with disabilities from discrimination in employment. The law 


^ Society for Human Resource Management (2012). Military Employment Resource Page. 
http://\\As\v.shrm.t>r^ hrUisciplincs/slartlngmanacemcnt Ailic'lcs/Pa}ics.^Mili(ar\’.asp\ 
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defines "disability" as "a physical or mental impairment that substantially limits one 
or more of the major life activities of such individual.” Advocates and employers 
alike were concerned that a handful of Supreme Court holdings in the preceding 
decade (including Sutton v. United Airlines [1999] and Toyota Motor Manufacturing 
Kentucky Inc. v. Williams [2002]) had narrowed the definition of disability, and thus 
the protections, contained in the ADA. 

The resulting effort led to the ADA Amendments Act (ADAAA), which was 
signed into law by President George W. Bush in 2008. The effect of the law is to 
make it easier for an individual seeking protection under the ADA to establish that 
he or she has a disability. 

Finally, SHRM collaborated with the Cornell University ILR School 
Employment and Disability Institute on a research study released this year about 
organizational policies and practices related to employing people with disabilities. 
This series of research findings also analyzes what metrics organizations track for 
all employees and employees with disabilities and any barriers that organizations 
experience with employment or advancement for people with disabilities. The 
survey of more than 600 HR professional respondents was released in three parts: 

1) Recruitment and Hiring, 2) Training, and 3) Retention and Advancement. The 
survey’s key findings are: 

• Most employers have policies and practices related to the recruitment and 
hiring of people with disabilities - Nearly two-thirds (61%) of organizations 
indicate including people with disabilities explicitly in their diversity and 
inclusion plan, 59% require sub-contractors/suppliers to adhere to disability 
nondiscrimination requirements and 57% of organizations stated having 
relationships with community organizations that promote the employment 
of people with disabilities. 

• Effectiveness of policies and practices - Organizations believe that requiring 
sub-contractors/suppliers to adhere to disability nondiscrimination 
requirements (38%), including people with disabilities explicitly in diversity 
and inclusion plans (29%), and having explicit organizational goals related to 
the recruitment or hiring of people with disabilities (34%) were very 
effective practices. 

• Larger organizations are more likely to have policies and practices related to 

re.cruLtmeat.aad.hirLti£,iii.piac£-c.Qnipjai:e.(L.vyi.tli.smalkr-ttEeafliaati.ttns, 

Publicly owned for-profit organizations also are more likely to have some 
policies and practices related to recruitment and hiring in place compared 
with privately owned for-profit organizations and nonprofit organizations.® 


’ Society for Human Resource Management and Cornell University ILR School Employment and 
Disabiiily Institute (2012). SHRM Survey Findings: Fmpioying People with Disabilities • Practices and 
Policies Related to Recruiting and Hiring Hmployees w'ith Disabilities. 
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Federal return-to-work programs 

There are several other federal programs that attempt to provide a transition 
from disability to work for individuals. These are: 

• The Social Security Disability Insurance fSSPn program - SSDI pays cash 
benefits to adults younger than age 66 who are judged to be unable to 
perform substantial work because of a disability, but who have worked in the 
past. SSDI also pays benefits to some of these adult dependents.® The original 
program was not set up to handle all of the age-related disabilities that come 
as a result of people living longer and with today’s economy, more employees 
are working longer, thus placing a bigger strain on the SSDI program. 

Unfortunately, the definition of disability and eligibility for SSDI is outdated 
and reflects a "medical model" rather than a functional one. Contrary to SSDI 
definition, the ADAAA uses a functional definition of disability - focusing on 
what the employer can do through the reasonable accommodation process 
(assistive tools or devices, restructuring the position, design of the work 
station, etc.) so the employee can be successful rather than focusing on the 
disability itself and what the person cannot do. 

• Protection and Advocacy for Beneficiaries of Social Security fPABSSl - PABSS 
is a network of Protection & Advocacy projects in all 50 states and U.S. 
territories. These programs help beneficiaries navigate and provide 
instruction through the various programs offered and any difficulties they 
face, including: Employment Networks, Social Security Disability Insurance 
and Supplemental Security Income beneficiary rules, legal issues, and 
employment issues. 

• Ticket to Work Program - Social Security’s Ticket to Work Program is free, 
voluntary and available to most people who receive SSDI or Supplemental 
Security Income (SSI) benefits because they are disabled or blind. Ticket to 
Work pairs each beneficiary to an Employment Network or State Vocational 
Rehabilitation agency, for either reentrance to the workforce or to receive 
additional vocational training. 

Eligible beneficiaries may choose to assign their Ticket to an Employment 
Network (EN) of their choice or to a State Vocational Rehabilitation (SVR) 
agency to provide training, counseling, support services and job placement 
assistance. The EN/SVR, if they accept the Ticket, will coordinate and provide 
appropriate services to help the beneficiary find and maintain employment. 


‘ Congressional Budgel Office (2010). Social Security Disability Insurance: Participation Trends and Their 
Fiscal Implications. July 22, 2010. 
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• Work Incentives Planning and Assistance fWlPAI Projects - WIPA helps 
beneficiaries understand their options when they try to enter the workforce. 
The 102 WIPA projects across the U.S. and the U.S. territories work with SSA 
beneficiaries with disabilities on job placement, benefits planning, and career 
development. 

• Vocational Rehabilitation - All 50 states have a Vocational Rehabilitation 
(VR) agency that provides trade-specific training with the aim of gaining 
employment 

In addition to the programs above, there are several federal tax incentives for 
employers to hire the disabled. These include: 

• VOW to Hire Heroes Act Tax Credit - On Nov. 21, 2011, President Barack 
Obama signed into law VOW to Hire Heroes Act (P.L. 112-56), which provides 
an expanded work opportunity tax credit to businesses that hire eligible 
unemployed veterans. The Vow to Hire Heroes Act continues the Work 
Opportunity Tax Credit — already in existence — for veterans with service- 
connected disabilities. The tax credit offers a maximum of $4,800. In 
addition, it offers businesses a new tax credit of: 

o 40 percent on the first $6,000 in wages (up to $2,400) for hiring 
veterans who have been unemployed at least four weeks, 
o 40 percent on the first $14,000 in wages [up to $5,600) for hiring 
veterans who have been unemployed for longer than six months, 
o 40 percent of the first $24,000 in wages (up to $9,600) for hiring 
veterans with service-related disabilities who have been unemployed 
for longer than six months. 

• The Work Opportunity Tax Credit fWOTd - A tax credit granted to 
employers who hire SSDI and SSI beneficiaries. The credit is worth up to 40 
percent of the first $6,000, or up to $2,400, in wages paid during the first 12 
months for each new hire. 

SHRM members report mixed experiences in capitalizing on WOTC. Some 
have shared that WOTC encouraged their organization to hire welfare 
recipients, while others have explored the credit and decided the paperwork 
burden made the credit valueless to them. 

Employer Challenges to Disability Management Programs 

Despite widespread support for disability employment, employers face 
myriad practical, legal and regulatory challenges in offering a disability 
management program. 
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Differing Federal Definitions of Disability -.As described in the ADA, 
definitions of work should rely on the essential functions of a job rather than 
a more general job description. 

Vocational Rehabilitation Programs - Unfortunately, VR state offices receive 
a tremendous amount of funding to work directly with employers on stay-at- 
work and return-to-work efforts. However, in my experience, the VR 
programs do not understand corporate America and the culture, language, 
and processes of employers. 

Myriad Federal and State Laws - Compliance with applicable federal laws is 
maddeningly complex. Despite their merits, the ADA, Family and Medical 
Leave Act (FMLA] and workers’ compensation laws are referred to as "the 
Bermuda Triangle of HR." They are particularly complex, overlapping and 
frustrating for small employers to administer — particularly for employers 
administering a return-to-work (RTW) strategy. Those three and other 
statutes are discussed here: 

o ADA — In light of the enactment of the ADA Amendments Act of 2008, the 
key point to focus on now is whether discrimination occurred, not 
whether an individual has a disability. This shift in focus may make RTW 
programs more difficult to "sell" to small business. Some employers may 
feel under the new analysis that it may be safer to do less for all than 
more for some. 

o FMLA — Under the FMLA, providing same pay during light duty creates 
tension among co-workers. Time spent working light duty does not count 
towards FMLA leave. Reduced schedule leave equals infinite FMLA leave 
(employees never exhaust 480 hours). An employee retains protected 
right to decline an offer of light duty work, while an employee out on non- 
FMLA medical leave has no such protected right. Intermittent FMLA 
continues to pose administrative challenges for employers in terms of 
them being able to ensure appropriate staffing to meet the needs of the 
business on a day-to-day basis and ensure they have the current 
information and updates to provide the appropriate approvals. Other 
employees may request similar workplace equipment and modifications, 
unaware that an accommodation for a disability was made. For those on 
light duty, concerns arise surrounding the impact the employee’s future 
FMLA leave may have on staffing needs and how the organization can 
manage its work requirements in the long term. Extension of leave 
beyond FMLA requirements, protected by the ADA, may involve a 
prolonged absence. 

o Workers’ compensation - Workers' compensation (WC) is a form of 
insurance providing wage replacement and medical benefits to 
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employees injured in the course of employment. All 50 states and the 
District of Columbia run WC programs. There are opportunities to 
partner with WC carriers to assess methods for balancing Return to Work 
(RTW), gainful employment and Fiscal responsibility. As mentioned 
above with regard to FMLA rights, an employee has a right under FMLA to 
decline an offer of light duty work. Declining the opportunity to work 
light duty may, however, disrupt or stop the employee's receipt of 
continued benefits. This strategy is similar to that described in the GAO 
report referenced earlier in my remarks, e.g., a purpose of the study was 
to assess ways to reduce increasing DI costs paid by government 
agencies. 

FLSA and state wage and hour laws - Flexible staffing models such as 
Alternative Work Schedules (AWS) that include a 10-hour-a-day, 4-day 
workweek known as a 4-10 workweek must be implemented with 
consideration to federal and state wage and hour laws. Employers may 
find they inadvertently create increased labor costs when such models 
result in overtime that was not budgeted for nor anticipated or that 
violates state wage and hour laws that mandate overtime for hours 
worked in a day (such as in California) or in one of at least 14 states that 
limit or restrict mandatory overtime for certain professionals. 

Covered federal fsubkontractors and Executive Order 11246 - Executive 
Order 11246 prohibits federal contractors and federally-assisted 
construction contractors and subcontractors, who do over $10,000 in 
Federal government business in one year, from discriminating in 
employment decisions on the basis of race, color, religion, sex, or national 
origin. For many small employers, it is good news and bad news when 
they are awarded a government contract or subcontract and exceed the 
50-employee threshold for the first time. On one hand, they are very 
excited about their success. On the other hand, they are also sometimes 
overwhelmed at the task ahead of them. Such contractors will quickly 
recruit qualified candidates in numbers greater than ever before to 
support the new contract. Then, I find more often than not they are 
stunned to learn about their obligations to now not only draft written 
affirmative action plans (Plans) but to administer those Plans and 
maintain all the corresponding documentation. With regard to the 
recruitment, selection, hiring, training and other employment activities 
related to persons with disabilities, covered contractors currently must: 

> Annotate the application or personnel form of each covered 
individual to identify each vacancy for which the applicant was 
considered. Such annotation shall include: (i) the identification of 
each promotion for which the covered employee was considered, 
and (ii) the identification of each training program for which the 
covered individual was considered. 
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> Where an employee or applicant is rejected for employment, 
promotion, or training, a statement of the reason as well as a 
description of the accommodations considered, where applicable. 

> Where a covered applicant or employee is selected for hire, 
promotion, or training and the employer undertakes any 
accommodation that makes it possible to place the covered 
individual on the job, the application form or personnel record will 
contain a description of that accommodation. 

> Review physical and mental job qualincations upon the 
development of any new position, update existing positions or 
position descriptions and recommend and implement any 
necessary changes. Such review shall take place on an on-going 
and as-needed basis and no less than once each year upon update 
of the Plan. 

> When a qualified candidate is referred or selected from federal, 
state, or local agencies or other resources identified in the 
employer’s Plan, formal arrangements must be made with the 
respective agency for the referral of the applicant, follow up and 
feedback on the disposition of applicant. 

> Track and monitor all personnel activity, including referrals, 
placements, transfers, promotions, terminations and 
compensation at all levels. 

> Provide training to all personnel involved in the recruitment, 
screening, selection, promotion, corrective action and other 
processes related to the employment of persons with disabilities 
and the commitments of the Plan. 

• Impact of Individual State Benefits: There is an administrative burden on 
employers who have employees that work in multiple states with paid 
disability and family leave benefits in terms of increased communications, 
tracking and the potential overlap in benefits and conflicts between federal 
and state law. Human resource professionals must have a general 
understanding of the various state disability benefits and ensure their 
employees are informed of the process for applying for these benefits. If the 
employer has private disability insurance, the employees should be informed 
of the process if state benefits will offset the employer’s disability benefits. 
Employers have the added responsibility of completing paperwork for both 
the state and private disability carrier, and coordination of a partial return- 
to-work requires collaboration between all stakeholders. Navigating the 
bureaucratic requirements can be confusing to an employee; they will look to 
the employer for guidance and understanding. 

In addition, for state paid family leave benefits, employers must inform 
employees of their rights as well as the process for applying for benefits. For 
example, if an employer employs both a husband and wife, both may be 
entitled to paid benefits for the same event. In this case, the employee with 
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the disability would be eligible for state disability and the spouse may be 
eligible for paid family leave. In some cases, ongoing reports of need for paid 
family leave will be required from the spouse. 

As employers navigate the many laws that govern the employment of people 
with disabilities, there is much to understand and many resources to explore. 
Employers who have been successful in providing early RTW programs and 
workplace accommodations have been able to improve their bottom line while 
helping their employees. Employers would benefit from increased education on 
successful models for RTW strategies and information-sharing with regard to 
resources for managing workplace accommodations. 

Hiring and retaining individuals with disabilities in the workplace 

Although there are fundamental elements of a successful strategy in 
managing disability in the workplace, there is not a simple “one size fits all" solution 
for every employer. Employers and HR professionals must balance pressing 
business objectives against common challenges associated with return-to-work 
strategies. 

The success of the strategy will depend on the extent to which employers are 
able to mitigate the negative impact, while simultaneously meeting the employee's 
needs. The business imperatives of the employer and the abilities of the affected 
employee will inform determinations regarding appropriate RTW solutions, which 
are considered in conjunction with the employer's statutory obligations and 
protection of the individual's rights under the FMLA, the Americans with Disabilities 
Act and the Americans with Disabilities Act Amendments Act, among other 
regulations. 

However, in my experience, successful strategies for an effective disability 
management program can include: 

• Reasonable Accommodations Committee - RACs are becoming an effective 
practice for ensuring that the end-to-end processes of requesting an 
accommodation, conducting the research required to meet individual needs, 
working with management and the team, and offering the accommodation is 
fair and equitable across the enterprise. The truly innovative companies are 
finding ways to utilize this RAC for those coming back from Short Term 
Disability (STD) and Long Term Disability (LTD) and not just new employees 
coming in with a disability. 

• C-suite support - Whatever is going to be done from an employer's 
standpoint, it will need to be supported at the highest levels of the 
organization because CEOs are looking at their organization's operations 
and are considering two primary issues: Return on Investment/Productivity 
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and Mitigation of Risk. When designed and administered correctly, RTW 
programs meet both. 

• On-site case management/RTW coordinator - This type of support provides 
individual assessment and intervention based on specific impairments 
through collaboration with the employee, supervisor, healthcare provider 
and insurance carriers as appropriate. It's also important for companies to 
have someone (or multiple people) on staff that is truly an expert in making 
all types of accommodations depending on the needs of the individual and, in 
doing so, utilizing a company's entire benefits program through an integrated 
approach. 

• Comprehensive Wellness Programs - Employers can provide comprehensive 
wellness programs to support employees in maintaining or improving their 
health. On-site fitness and pedometer programs, weight management 
programs, smoking cessation programs, health screenings, health coaching 
and CPR training are just a few initiatives that enhance team building and 
overall health. 

• Proactive Interventions - Early intervention to recognize and respond to an 
employee's needs for workplace modifications from the first day of hire 
through the entirety of the employee's tenure helps mitigate the impact of 
current and future impairments on the employee's ability to be a productive 
worker. Anticipating, identifying and providing accommodations to new 
hires such as equipment, assistive technology, interpreters, and flexible 
scheduling makes onboarding smooth and the employee is more-quickly 
engaged and productive. Being responsive to employee requests for 
workplace modifications based on his or her health concerns, and working 
together to identify reasonable solutions and confirming the effectiveness of 
the accommodation, can increase productivity and often avoids absence and 
disability through reduction of symptoms or impact of his or her impairment. 
Modifications may include equipment, technology, assistive devices or 
services, flexible scheduling, and teleworking. 

As evidenced in a Mercer study and Towers Watson/National Business 
Group on Health study, employers can determine the value of this cost 
avoidance by measuring their cost of total disability as a percentage of 
payroll against readily available benchmark data.^ 

• Early Return-to-Work Programs - Providing supportive services (some large 
employers may have return-to-work coordinators or case managers) to 
employees throughout their absence keeps them engaged and connected 
with the organization and provides earlier opportunities to transition back 


'Towers Walson National Business Group on Health (2012). Staying al Work Report. 2011-2012; and 
Mercer (2010). Survey on the Total Financial Impact ofEmployee Illnesses. 2010. 
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into the workplace. Large employers and human resource professionals who 
engage the qualified but impaired employee and the manager in a flexible, 
interactive process are most successful with providing effective workplace 
accommodations. Of course, this process is fluid and may require additional 
evaluation and adjustments, and it means that employers must have the 
dedicated staff capable of managing the process. Bringing employees back to 
work in a productive capacity where it’s medically possible, through 
provisions such as light duty work, workplace modifications, flexible work 
arrangements, teleworking and procurement of equipment make it less likely 
they will transition to long-term disability. For the employer, the ability to 
return trained, skilled employees to the workplace can avoid recruitment 
and replacement costs and reduce direct and indirect costs of absence and 
disability. Organizations who offer these programs have to be vigilant to 
comply with the relevant federal and state employment laws. 

• Training - Supervisors’ and employees’ actions toward others with 
impairments can have a bearing on whether an organization is successful in 
supporting people with disabilities. Employees and supervisors should be 
trained in how to respond to employees who raise concerns about their 
health and workplace difficulties. They must be aware of internal resources 
and how to connect the employee to them. Workforce diversity training for 
employees enhances how employees with impairments are treated in the 
workplace. Training on proper body mechanics and proper use of equipment 
and technology associated with workplace accommodations will hasten an 
employee’s productivity and avoid frustrations. Offering sensitivity training 
to employees for such things as behavior around service animals, buddy 
systems and support for colleagues with disabilities is helpful. 

• Defining policies and jobs - Employers must ensure that their programs have 
specific written guidelines for transition-back-to-work programs, light duty 
and regular duty job descriptions, and formalized training to new tasks and 
processes to ensure consistency. Formal policies such as flexible workplace, 
teleworking and compressed workweeks provide documentation and 
oversight for large employers. 

• Incentivizing work and employee engagement - Large employers, who 
continue as reasonable health and welfare benefits, as well as other 
programs, such as employee assistance programs and back-up care, minimize 
an employee’s concerns. Employees may be provided voluntary continued 
access to employer resources (such as the intranet and communications) 
while on medical leave, if approved by the healthcare provider. Providing a 
transitional RTW pecuniary incentive allowing work to supplement disability 
benefits fora defined period of time protects the employee’s pre-disability 
income while transitioning to work part-time. If the disability policy does not 
allow supplemental benefits during a transition back to work this will 
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negatively impact the willingness of the employee and the physician to 
engage in an early return-to-work program. 

• Long Term Disability programs - Many employers offer a Long Term 
Disability program [LTD) that is funded through a third-party entity. LTD 
benefits are designed to replace an employee’s earnings in the event that the 
employee becomes physically unable to work. Ironically, it is often more 
difficult to bring an employee back from a long-term disability situation than 
to accommodate a new employee with the same disability as the employee 
on LTD. This is because as mentioned previously, the interaction between the 
FMLA and the ADA and the interaction with the LTD policy often makes it 
very difficult and complicated for the employee and employer to navigate 
these rules and regulations to get the employee back to employment. Often, 
once an employee enters into a LTD situation, he or she is more likely to end 
up on SSDI. 

• Creative accommodations: Often, it can be a simple solution such as a 
keyboard tray to reduce carpal tunnel symptoms that enhances the 
employees' ability to perform their job. Some solutions are complex, may 
require expert assistance and substantial and expensive changes to the 
worksite in order to accommodate the employee. Accommodations can 
include defined flexible work schedules, ergonomic workstations, voice 
activated computer systems, lighting adjustments, specialty equipment, 
technology, mobility devices or relocating the work within reach. 

Accommodation challenges can occur based on the nature of the work. 
Organizations employing white-collar workers have more opportunity to 
offer light duty and workplace accommodations to employees with 
disabilities, as they typically have less physically demanding job functions 
that need to be addressed. Organizations with a workforce consisting of 
mostly blue-collar workers tend to have limited availability for light duty 
positions and a greater challenge when providing accommodations that 
address the employee’s ability to perform physically challenging job 
requirements. 

• Establish workplace flexibility strategy - By providing workplace flexibility 
policies and programs, employers can help all employees better meet their 
work-life needs. Workplace flexibility policies, such as flexible scheduling 
and telecommuting, can help employees with disabilities perform their job 
functions. 

SHRM has engaged in a significant effort to educate HR professionals and 
their organizations about the importance of effective and flexible workplaces. 
In February 2011, SHRM formed a multi-year partnership with the Families 
and Work Institute (FWI). This partnership combines the research and 
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expertise of a widely respected think tank specializing in workplace 
effectiveness with the influence and reach of the world's largest association 
devoted to human resource management. By highlighting strategies that 
enable people to do their best work, the partnership promotes practical, 
research-based knowledge that helps employers voluntarily create effective 
and flexible workplaces that fit the 21st century workforce and ensure a new 
competitive advantage for businesses. Although FWI is an independent non- 
advocacy organization that does not take positions on these matters, and the 
position of SHRM should not be considered reflective of any position or 
opinion of FWI, I'd like to briefly mention one of the key elements of the 
SHRM/FWI partnership, the When Work Works program, because it seeks to 
educate and showcase employers who are meeting the needs of our 21“ 
century workforce. The centerpiece of the initiative has been the Alfred P. 
Sloan Award for Excellence in Workplace Effectiveness and Flexibility, a 
nationally recognized award for organizations that are using workplace 
flexibility as part of their business practice. 

When Work Works is a nationwide initiative to bring research on workplace 
effectiveness and flexibility into community and business practice. Since its 
inception in 2005, When Work Works has partnered with an ever-expanding 
cohort of communities from around the country to: 

1] Share rigorous research and employer best practices on workplace 
effectiveness and flexibility. 

2] Recognize exemplary employers through the Sloan Award for 
Excellence in Workplace Effectiveness and Flexibility. 

3] Inspire positive change so that increasing numbers of employers 
understand how flexibility can benefit both business and employees, 
and use it as a tool to create more effective workplaces. 

On occasion however, things do work out for both the employee and the 
organization. Consider an employee who is diagnosed with a neurologically 
degenerating disease such as Parkinson's disease. A marketing and sales company 
was able to bring this employee, who was a data analyst, back to work following a 
few weeks of total disability by providing a scooter and a larger monitor for visual 
deficits. As the employee's disease progressed and he experienced hand tremors 
and slurred speech, he requested that he continue to work and additional 
accommodations were provided to include a special keyboard and writing tools. The 
employee was able to successfully continue to work for 6 Vz years, before he was no 
longer able to perform the essential functions of the job. Had this employee worked 
as a backhoe operator for a construction company, the only light duty work the 
employer may have been able to provide was a traffic flagger, which would have 
required standing on the street. The employee's impairment would have precluded 
him from this and he would have remained on total disability. 
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Unfortunately, the bottom line is, the longer someone stays out of the workforce on 
disability benefits, the less likely the individual is to successfully re-enter the 
workplace or return to work at all. 

Conclusion 

SHRM and its members strongly support the employment of people with 
disabilities. SHRM members have reported mixed experiences with federal 
programs intended to help the disabled. From both the employee and employer 
perspective, navigating the SSI, SSDl, and vocational rehabilitation systems remains 
an immense challenge. But by implementing disability management strategies, 
employers across the country are reducing disability claims and improving 
employment outcomes for employees. 

Again, I thank the Subcommittee for listening to my perspective on employer 
opportunities and challenges in return-to-work strategies for employees with 
disabilities. 

1 am happy to answer any questions you may have. 

# # # 
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Chairman JOHNSON. You know, I have always thought the 
United States was a leader, but some of the testimony we have 
heard makes me feel like we are not doing enough. And I guess the 
question is, how does a program need to change to catch up with 
the world views on disability today? 

Dr. Stapleton, you say the fact that the Disability Insurance 
Trust Fund will be exhausted in 2016 and the erosion of the eco- 
nomic status of people with disabilities are signs of a failing public 
support system for working-age people with disabilities, despite the 
increasing Federal tax dollars that go into it, and you also say that 
the system is failing the taxpayers who pay for it, could you ex- 
plain why you call it that, and tell me why they exist, if you can? 

Mr. STAPLETON. Sure, I would be happy to do that. This really 
goes back, I think, to things that you said in your opening com- 
ments. In 1956, when we established SSDI, it was intended to be 
a medical retirement program for people who were over the — it is 
on. Is that better now? 

Chairman JOHNSON. Yes. 

Mr. STAPLETON. Okay. Sorry. 

Chairman JOHNSON. I could hear you. We will get the cotton 
out of his ears. 

Mr. BECERRA. He needs an assistive device. 

Mr. STARK. You have new batteries. 

Mr. STAPLETON. I am not sure he qualifies. 

Mr. BECERRA. I can guarantee you he doesn’t. 

Mr. STAPLETON. So it was established as a medical retirement 
program for workers over the age of 50. And you know, at that 
time, it was probably pretty reasonable to determine whether 
somebody could continue to work based on their medical conditions. 
A lot has changed since then, and some of those changes are exter- 
nal to the program, advances in medicine and technology and the 
way that we work that are just mind-boggling from the perspective 
of 1956. And that, to my mind, has really made SSA’s task of try- 
ing to divide people into people who can work and people who can’t 
work based on medical conditions alone, a fool’s errand. You know, 
it is just if you want to know why that process doesn’t work very 
well, that is the core reason. 

Chairman JOHNSON. Well, dividing it is one thing but some of 
them tried to play the system, too. You know that. 

Mr. STAPLETON. Well, that may well be true. So at the same 
time those trends were occurring, you know, we expanded the 
availability of disability benefits, and the American people are very 
generous. They want to help people with disabilities. And the way 
that we did it, though, was to really expand on what we did with 
SSDI. So first we made it easier for young people to get SSDI bene- 
fits either by working a little bit or by becoming eligible as depend- 
ents of their parents and the same for disabled widows. And we 
also, you know, we eventually added Medicare benefits to the mix, 
made the benefits more valuable. 

The SSI program started in 1974. We used the same criterion, 
and again, expanded benefits, made Medicaid available to those 
who were on SSI in most States, for almost all people. 

So my colleagues and I in the past have called what we have cre- 
ated a poverty trap. And what we do is when people with signifi- 
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cant medical conditions do have challenges, they face difficult chal- 
lenges in their lives, so we have set up a system which serves to 
funnel them into dependence on Federal programs as opposed to 
helping them take advantage of the productive capacity that they 
actually have. 

And so I think, you know, the root of the problem goes back to 
just following along and expanding on what we did in 1956 without 
taking a good look at the structure and thinking about how to 
change it. And as time has passed various things have happened 
that have affected the ability of some people with significant im- 
pairments to work. We have had a more competitive economy. We 
have had many recessions and as you know, every time we have 
a recession, a new batch of people comes on to SSDI. And once they 
get on, almost all of them stay there for the rest of their lives or 
until they are earning retirement benefits. So we just keep fol- 
lowing people into the programs more and more, and we end up 
having to spend more and more for them. 

So I think, you know, I think in short, we are getting less for our 
money, and not really helping people with disabilities the way that 
we could help them with the same amount of money or even less. 

Chairman JOHNSON. Dr. Burkhauser, could you tell me what 
you think the primary policy goal of the national disability insur- 
ance ought to be and what should the taxpayers be paying for with 
their taxpayer dollars? 

Mr. BURKHAUSER. Well, I think the taxpayer should be paying 
for what was originally envisioned by the founders. The DI pro- 
gram should be a last resort income safety net for those unable to 
work. 

Now, in Europe, the way that works is that the government inte- 
grates government jobs programs with government transfer pro- 
grams and they have gatekeepers that try work programs first. 
That is not the way we do business in the United States. We have 
much more faith in the private sector. But we have a DI program 
which basically hands out checks. And we have this very weird sys- 
tem. Think about this. You have to spend 2 years demonstrating 
that you can’t possibly work at any substantial gainful activity be- 
fore someone in the government tries to help you to work. That 
doesn’t work. That is crazy. You don’t provide help for work after 
someone has proven they can’t work for 2 years. You need that to 
happen beforehand. The people who do that are the private-sector 
employers but they are getting the wrong signals because of the 
way we tax them to provide less training and accommodation than 
they can do. 

The Dutch had the same problem and what they did was to expe- 
rience rate payroll taxes and require firms to provide the first 2 
years of benefits. That got the attention of the private sector. It is 
nice to say that the private sector takes care of a few people. That 
is good, but it is amazing the private sector how they respond to 
incentives. If you tell them you have got to pay for it if they go onto 
the long-term disability rolls, all of a sudden they will be taking 
care of a lot more people. Only 33 percent of employers now have 
long-term disability programs. I am not saying that we should 
mandate that. That is what some very good economists Autor and 
Duggan out of the Hamilton Group urged. I am suggesting let’s just 
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change the price signals so that people have to pay. When their 
workers go onto the disability rolls they have to pay more if more 
of their workers go on relative to firms that are doing the right 
thing and providing accommodation for them. 

Chairman JOHNSON. Thank you, sir. 

Mr. Becerra, you are recognized for 5 minutes. 

Mr. BECERRA. Thank you, Mr. Chairman. Thank you all for 
your testimony and food for thought. I thank you very much. Is it 
Houghton? 

Ms. HOUGHTON. Houghton. 

Mr. BECERRA. Ms. Houghton, I liked your testimony because 
more than anything else I think you show that there is a lot of en- 
ergy and enthusiasm to try to make a difference. And I think that 
goes a long way. Much of this is believing in some of these folks 
that they can go back to work and helping inspire them to have 
the confidence to go back to work, and so I hope that you stay in 
touch with us as we try to figure out how to improve the DI sys- 
tem. Anything that you think will work, you know, the best ideas 
that can come from the business community, our business leaders 
who are trying, making the effort to try to get folks into the work- 
force, the collaborative efforts that can take place between the busi- 
ness community and the Federal Government, please share that. 
And Ms. Vogel, you as well, also expressed some of that. I hope 
that what you will do is push us, push the envelope because what 
we do have to do is figure out a way to partner on this. 

We are entering the stage where that baby boom generation is 
hitting that point where they are most prone to be disabled. And 
that is why I think the chart. Dr. Burkhauser, that you used was 
a bit deceptive. We have twice as many women in the workforce 
today than we had back in 1975 when you start to show an in- 
crease in the size of the disability workforce. We have all of those 
baby boomers who in 1975 were babies, young kids, who are now 
at that point where they are either retiring or not able to work be- 
cause they may have become disabled. And so I think we have to 
look closely because I don’t think anyone here would say that the 
folks that are receiving disability benefits don’t have a disability. 
It is whether they have a disability that would keep them from 
working, and what we have to try to do is help those who should 
be able to work, who with a little bit of incentive, with a little bit 
of confidence, people who say, I trust that you can get back to 
work, I am going to show you that I am committed to you as your 
employer to help you get back to work, can probably inspire some 
of these folks who are probably a little depressed on occasion when 
they can’t get to work to say, you know what, you believe in me, 
I am going to believe in me again. And I think that is where we 
crack this nut which has led to this concern for the Disability In- 
surance Program. But I hope no one would make the claim that it 
is time to get rid of the Disability Insurance Program because for 
the most part, we need some help for some of these folks. 

So, Ms. Houghton, I wanted to just make sure I am clear, be- 
cause you pointed out the case of a young man who has got some 
real opportunities, but most of the folks who apply for disability in- 
surance benefits don’t even have a high school diploma. Right, my 
understanding is — statistics I am looking at her — is two-thirds of 
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DI beneficiaries have only a high school diploma or less. So they 
are not as fortunate. They haven’t been to the point where they 
have that college degree. 

Nearly 70 percent of disability beneficiaries are 50 years or older, 
so they are not at the very beginning of their work career. These 
are folks who are in the sunset of their work career and, as we 
know, even Americans who are not disabled who are over 50 are 
having a hard time today getting a job because the market is very 
tough. And so I think we have to remember that this is a popu- 
lation that has a disability severe enough that in many cases, as 
I think Miss Ford mentioned, many of them die within a few years 
of applying for the benefit. These are not folks who would just need 
to have a computer, you know, typing tray so they can avoid carpal 
tunnel syndrome. These are folks who in a few years may not even 
be on this Earth. And so what we are trying to do is pick out the 
ones that while they have a severe disability we think with a little 
bit of accommodation, and I think Mr. Bertoni, your testimony was 
essential here because you pointed out how modern science, tech- 
nology has made things possible today that 30 years ago we 
couldn’t have done. And the only proof you need to see is our 
wounded warriors who are coming back and doing remarkable 
things having been maimed and injured in so many different and 
grievous ways. 

Mr. Bertoni, let me make sure. GAO we rely on to give us the 
scoop on this stuff, the facts. We are talking about folks who are 
disabled, right. There is no question these are folks who are dis- 
abled in some capacity. 

Mr. BERTONI. Correct, for the most part. Obviously, there are 
folks who get in under certain means that aren’t, but that is on the 
margins. 

Mr. BECERRA. And so it is now an issue of how do we make the 
Social Security Administration, working with this Disability Insur- 
ance Program, be as effective as possible partnering with the busi- 
ness community to try to make sure that we can transition those 
who still have the capacity to work to get them back to a job. Part 
of it is the training and education that might be necessary to get 
some of these folks who are disabled, a spinal problem, but yet still 
able to do a number of things, back into the workforce. So part of 
this will involve more than just Social Security. It is going to in- 
volve the workforce training aspect of what government working 
with the private sector can do. And so I hope what you will do is 
continue to give us information about how there are opportunities 
where we can partner with the business sector to make sure that 
technology and training will get some of these folks back to work. 

Mr. BERTONI. Sure, this must be a partnership. It is not all 
about the Social Security Administration. There are many entities 
in government. State and local, that can help in this effort, as well 
as the business community. What I just heard is that the focus on 
capacity versus incapacity, and a cultural shift that return to work 
and stay at work is not only socially, but economically beneficial to 
individuals as well as employers. That is something that we need 
to sort of move further in that direction. 

Mr. BECERRA. Thank you, Mr. Chairman. I yield back. 
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Chairman JOHNSON. Thank you. Mr. Berg, you are recognized 
for 5 minutes. 

Mr. BERG. Thank you, Mr. Chairman. I thank the panelists for 
being here. I mean, obviously, I look at this chart and, you know, 
we need to look at how we do things different. You know, if you 
say 1956 was when the system was set up, that was 56 years ago. 
I mean, clearly things have changed dramatically. In our own State 
we looked through WSI, or Worker’s Compensation, and we actu- 
ally found one of the huge successes is when there was an injury 
empowering the employer to identify it immediately, getting proper 
care, and then keeping that person in that workforce. I mean, here 
is their peers, their friends, and rather than going home or some 
other environment for 30, 60, 90 days or 6 months, we found that 
when you are in that other environment you got used to that and 
that was your normal. And so the idea is to keep them in that 
workplace. 

And so I guess I have a couple of questions, and it is kind of two 
different groups here. There is a group that of course is not in the 
workforce and has disabilities, and we need to, you know, really 
need to look at those, but I am thinking about the ones that are 
in the workforce and, you know, if you could. Dr. Burkhauser, just 
kind of talk and you did touch on that, the incentives. My question 
is, how do we go from here to there without creating an environ- 
ment where employers are going to say, you know what, I don’t 
want to have to pay an extra tax or penalty here, so I am not going 
to hire someone with a potential disability. So maybe just talk 
briefly about that transition, and then I would like to talk about 
other incentives for people that are new to the workforce with dis- 
abilities and how we can create some incentives there. 

Mr. BURKHAUSER. So if you go to an experience rating system, 
which is in fact what you talked about with Worker’s Compensa- 
tion, you are really encouraging the kinds of things you would like 
to see. You would like to see a safer workplace. You would like to 
see employers that are more likely to provide accommodation or re- 
habilitation. In my work we have shown, for instance, that workers 
who experience the onset of disability on the job are more likely to 
get an accommodation than workers who experience an accommo- 
dation off the job. Why is that, because Worker’s Compensation has 
an experience rating system. The DI system doesn’t. So that is the 
important point. 

But you are absolutely right that this will make employers more 
cognizant of the risks of employing someone with a disability, and 
if they perceive that if you already have a disability you are more 
likely to move on to the disability rolls there could be a problem 
there. So what you can do is you can simply either give employers 
a tax credit for hiring such workers or not have those workers in 
your pool so that it is not included and use those for general reve- 
nues. 

So there is a way to get around that problem and I certainly 
agree it is an issue and we should worry about it. But I think the 
important point here is that, I am not talking about pie in the sky 
when I am talking about getting the disability rolls changed. 

In 1981, only 33 percent of people who said they had a work limi- 
tation in the data that the current population survey were on the 
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DI rolls; 33 percent. Today, there is no real change in the under- 
lying conditions of these folks, hut 52 percent are on the DI rolls. 
And it is not the case that this chart is deceptive, because actually, 
Autor and Duggan, who are at MIT and Princeton, have done work 
looking — and showed that the three points that were made about 
demographics only account for about 25 percent of the rise in DI; 
75 percent is due to the programs changes both in the rules and 
in their interpretation. That is not me. That is the Brookings Insti- 
tution folks who are saying exactly the same thing. 

Mr. BERG. Ms. Houghton, thanks for your enthusiasm and pas- 
sion, but also how can we inspire, promote employers to seek out 
workers and incorporate them? Is there some specific thing in addi- 
tion to what you have already outlined? 

Ms. HOUGHTON. The best thing that we know, the best thing 
that we are finding is that business learns from each other. I 
mean, I think if we look at the tax credits that exist that are al- 
ready in existence, business isn’t taking advantage of them because 
it is too much government red tape. And so in large part, they are 
going unutilized. So it is definitely something that we need to look 
at. Can we tell you specifically what it needs to be? 

Mr. BERG. Thank you all. I yield back, Mr. Chairman. 

Chairman JOHNSON. Thank you. 

Mr. Stark, do you care to make comments. 

Mr. STARK. Thank you, Mr. Chairman. I thank the panel for 
their interesting observations. I would first of all like to try to 
make it the protocol in this committee — I am not succeeding too 
well — that we strike from our lexicon the word “disability.” There 
are very few people in this world who are breathing and among the 
quick who are disabled. Many of them have disadvantages, and I 
like that so much better. I have a son with a disadvantage, and he 
can explain it to you. And he can explain what he has to do to com- 
pensate for it, but under no circumstances would he be considered 
disabled. And I think that is true for almost all except those people 
who are really just in a vegetative state and unable to speak or 
function for themselves. And that isn’t many. I think if we look at 
the disadvantages that they can be overcome, and that, as many 
of you have suggested, employers will find work for them. I think 
Dr. Stapleton mentioned that with the increase in technology we 
are not talking about as many people having to work with their 
backs and their hands, which often is a case where a disadvantage 
can end it, but where people can work with their minds, some peo- 
ple who are mute, some people with sight disadvantages, some peo- 
ple with — all can be put to work using other skills in this day and 
age. 

We have job shortages, and one of the things that we hope is 
that the economy coming back will encourage this. But where we 
come from in California with the tremendous growth there of tech- 
nical work, I worked for many years with Steve Jobs and worked 
on computer programs that Apple did that actually could help peo- 
ple with autism function in a community. We were just beginning 
when Steve died to deal with dyslexia, and finding ways for people 
there, many of whom we find now we have a Dyslexia Caucus, 
Members of Congress who are dyslexic, and didn’t know it may be 
until they got out of college, or have children, but we have learned 
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to deal with that. And my son with dyslexia can tell you about the 
other brilliant people in the world, Whoopi Goldberg, Charles 
Schwab, the thoracic — head of the thoracic surgeons, these are all 
people with several years ago we thought was a quote “disability.” 
It is not. It is a disadvantage. But as someone, the chairman and 
I, the chairman will catch up with me one of these days, but as you 
learn, after — 20 or 30 years after you are past the retirement age, 
you hope that people don’t catch on to what your disadvantages are 
and you can keep functioning. We like our jobs, and so far we have 
fooled the public, and the chairman has done a better job of that 
than I have. So we are still here, and limping or getting along with 
our disadvantage. And I hope, I just hope that all of you will en- 
courage people. Employers will find, and they are not in the busi- 
ness of running charities. They are not going to go out and just 
search for someone just because they happen to be in a wheelchair 
or because they happen to need certain assistance. They want peo- 
ple who can perform and we can provide them. We may have to 
provide some extra education but that saves us all money and it 
gives us real social benefits. 

So I appreciate all of your interest in this and. Chairman, I am 
pleased that you have brought this to our attention because I think 
it is something that deserves much attention both from the govern- 
ment and private industry. Thank you very much. 

Chairman JOHNSON. Thank you, sir. 

Mr. Brady, you are recognized. 

Mr. BRADY. Thank you, Mr. Chairman, thank you for holding 
these series of hearings. The disability program is so important, 
but I don’t think it is just fine. You know, I don’t think just modest 
changes will save this program. I think it is financially flawed. I 
think it is structurally flawed. I think it is operationally flawed, 
and at the heart of it is that we are addressing a 21st century chal- 
lenge looking at it through a 1950s lens. So much has changed and 
we have to, if we are serious about saving this program, make 
some bold moves. Republicans, Democrats together, to put it on 
sound footing again. 

You know, I think to illustrate the change all of us watched the 
Olympics, watched Oscar Pistorius from South Africa compete 
probably in a way that many disability judges would have said you 
have no chance for significant gainful employment. Here he is com- 
peting at the highest level. Not that all of those on disability can 
do that, but it exemplifies what a sea change has occurred. 

You know, I was reading through some of the information we 
had in the report from CBO that makes the point over the last 20 
years, despite the Americans with Disabilities Act, despite equal 
access to employment, all of the reasonable accommodations that 
businesses are making, the strides in medical treatments and sur- 
geries and prosthetics, the fact that we have moved to a service 
economy, seventy percent of the jobs in most of our congressional 
districts are service jobs that pay an average of about $60,000, the 
financial job, Ms. Houghton, you are describing, so these are jobs 
you can raise a family on. Yet, while we have made all of that 
progress and the environment is changing, the employment rate 
among people with disabilities has declined by almost half So as 
the environment has gotten better at the workplace, the number of 
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those with disabilities who actually find jobs has actually been cut 
in half over 20 years; not just recent periods, 20 years. And many 
of those increasing disability claims are from younger workers with 
either mental or musculoskeletal disorders, which evidence shows 
have the best chance of staying in the workplace. 

So having said all of that, the question is, how do we solve it? 
And with the time I have remaining, Ms. Houghton, you in your 
testimony, you talked about changing the lens of how we look at 
those with disabilities from what you term a deficit-based or med- 
ical model to a talent or social model. I don’t understand what that 
means. Can you explain better what it is and how you would apply 
that to a solution on disability? 

Ms. HOUGHTON. Thank you, Mr. Brady. The medical model 
looks at an individual and what they can’t do, so we see that. We 
see that in the media portrayals of people with disabilities, and we 
see it when a person with a disability — when we talk about busi- 
ness hiring people with disabilities and we say that they are doing 
it because it is a nice thing to do. Okay. The social model focuses 
on the talent perspective, and says that the individual is — when 
provided accommodations, when viewed for what they can do, that 
it is about what the person can do and the talent that they bring 
to the job. 

Mr. BRADY. Do you think the system we use today in disability 
reflects that view? 

Ms. HOUGHTON. No, I do not. 

Mr. BRADY. Anywhere close? 

Ms. HOUGHTON. I think we have been talking that the system 
was created in 1956, and that it was a different era; the medicine, 
science, technology was different. 

Mr. BRADY. I think Mr. Bertoni’s point, there has been some 
movement in that direction, but fairly small, so the question I 
would ask, and we are almost out of time, unfortunately, is what 
is the most significant change we could make to actually bring that 
about? 

Ms. VOGEL. I think that there are three changes in particular 
that we want to consider. So from a SHRM perspective, we need 
a harmonization of the various definitions of disability. If you look 
across the ADA, FMLA, everybody has different definitions. I think 
if we can harmonize those definitions and make it simpler, I think 
that is number one. 

Number two, we should look at the interplay of ADA, FMLA, 
Worker’s Comp, allowing ADA to really trump. And the reason, to 
your point, is because that is more about what people can do. How 
do we provide an accommodation so that you can be successful. 
Looking at it from the standpoint of workplace solutions, produc- 
tivity tools, that is really what an accommodation is. And that is 
that social model. 

And I think the third piece is that we need to find a way to have 
much more aggressive collaboration between the employers and vo- 
cational rehabilitation. Voc rehab does not understand employers 
and what their perspectives are on providing services. We need to 
educate both sides, but do it in a way that is collaborative and that 
they are talking to each other on a very regular basis. 
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Mr. BRADY. Can I ask this, Mr. Chairman, I am out of time, but 
can I ask these folks, you know, in your testimony you lay out 
much of that, but if there are some other thoughts we need to have 
as a committee, could you all submit that to us, to Chairman John- 
son and Ranking Member Becerra? Would that be okay, Mr. Chair- 
man? 

Chairman JOHNSON. That is a good point, thank you. Mr. 
Marchant, you are recognized. 

Mr. MARCHANT. Thank you, Mr. Chairman. My observation 
after these five hearings, Mr. Chairman, is that SSDI has become 
a destination for many of the workers and they spend 2 years prov- 
ing through the court system that they are, in fact, disabled and 
cannot work, and then when they get that designation, then it 
opens the door to not a job, not training, but it opens the door to 
qualifying for food stamps. It opens the door for qualifying for as- 
sistance with their utilities. It opens the door for subsidized hous- 
ing, and so all of the doors that seem to get opened once you 
achieve this destination, all of that ends up disincentivizing the 
person to go to work. And then when the person — and I have a 30- 
year old son that is a T-6 paraplegic, has a college education, as 
many training programs as a parent can get their child training 
programs, isn’t designated as SSDI, but goes to a job application 
and finds out that the health care — that the company looks at a 
particular disability and sees, how am I going to put this person 
on my health care? How am I going to accommodate this? And so 
the SSDI designation ends up being that is where you go, that is 
where you stay until you can either go off of it at age 62, or go to 
65, or get to Medicare. And it is just basically, instead of a way sta- 
tion where you go and stay because you need the support system 
there while you are trying to do better and you are trying to get 
a new career, or just start a career, it seems to me that all of the 
disincentives that business would never put into its system exist 
here. And so it is not really a safety net anymore. And the thing 
that is there, and this is for the panel, is there a specific designa- 
tion that when you qualify for disability, SSDI, there is a specific 
written designation that you get and do you possess that until it 
is taken away from you? Do you have to have that? I know for food 
stamps and utility assistance and stuff like that if you will just 
present that document, I mean, there is no other documentation 
needed. 

Ms. Ford. 

Ms. FORD. Well, as has been stated for the different programs, 
there are different definitions of disability. So, you know, certain 
eligibility will open doors, as you mentioned, for other programs 
but you wouldn’t necessarily have to have SSDI for the other pro- 
grams. I would mention that when the health exchanges are avail- 
able in 2014 that may relieve some of the pressure for people to 
go into the SSDI program. We are all sort of waiting to see whether 
that happens, whether people might be able to have their need for 
health insurance or Medicare covered by using the health ex- 
changes in 2014 rather than having to go into the SSDI program 
to get in that doorway after 29 months into Medicare. So that may 
actually be a way to take some of the pressure off the DI program 
in the future. 
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Mr. MARCHANT. What is the amount of money that can he 
earned by someone that qualifies for SSDI outside of that stipend 
per month? Does it fluctuate with the person, or the State, or 

Ms. FORD. This is actually one of the proposals that we have. 
We think there should be a way that a person is always better off 
earning money when they are a beneficiary rather than not earning 
money. And that is what happens in the SSI program, but not in 
the DI program and that has been one of our proposals for a couple 
of decades now. But right now, it is the SGA level, the — what is 
it, $1,000, approximately $1,000 a month, and after a trial work pe- 
riod your benefits will end. You will have a certain grace period of 
about 36 months, and those benefits can be reinstated if you stop 
work. It is very complex, and that is the problem. And there are 
lots of people who go into the DI program who need it when they 
need it, but find later that once they have stabilized, once they 
have come to grips with the change in their life, whatever has 
brought them to the DI program, whether it is an illness, an acci- 
dent, whatever, they come to grips with the changes. They are 
ready to go back to work. They have got the enthusiasm that Jill 
has expressed, and they want to go back to work. But the barriers 
are in their way for, as you are describing, and we need to find a 
way to remove those barriers so that these kinds of technical and 
very complex problems can be done away with. 

Now, Social Security has put forward a proposal that would actu- 
ally help do that. It is called the Work Incentive Simplification Pro- 
gram, or WISP, that we are encouraging that we should pilot to 
make these work incentives very, very simple so that people don’t 
get caught up in all the worrisome details and they are not afraid 
to go to work and potentially lose a critical support if they fail. So 
that there aren’t complications going back and forth, and that they 
will be better off if they do try to go to work and find out whether 
they can make it. So we think that would be an important work 
simplification and work incentive. 

Mr. MARCHANT. Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. Mr. Smith, you are recog- 
nized. 

Mr. SMITH. Thank you, Mr. Chairman. Dr. Burkhauser, it ap- 
peared you disagreed when Ms. Ford was advocating for the re- 
allocation of funds to the DI trust fund. Would you like to address 
those concerns? 

Mr. BURKHAUSER. I think that simply papering over the prob- 
lems with DI by borrowing money from the retirement trust fund 
to the DI trust fund really misses the point; that there are real 
things going on that need to be adjusted. So while it is true that 
compared to the problems of the retirement system as a whole, and 
compared to the healthcare system, perhaps a disability system 
would only cost us $120 billion a year isn’t such a big thing. But 
I think it is a big thing and it is a big thing because what we are 
doing is we are actually as Stapleton talked about, we are making 
people with disabilities worse off by the current system that we 
have. We are luring them into a disability program, either SSI or 
DI, that once in the system, as we just heard, it is very difficult 
to come out, very difficult to earn enough money to get around 
that. 
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What we need to do is stop putting people on the disability rolls 
who in fact could work. Stop making them demonstrate that they 
can’t work before we do a Ticket To Work where we are trying to 
provide them with work. What we need to do is figure out how to 
get those people, the early interventions, well before they move on 
to the DI rolls. These are sort of basic points that have to be taken 
care of and they can’t be papered over by a financial trick of mov- 
ing one trust fund money from one side to the other. 

Mr. SMITH. Thank you. 

Mr. Bertoni, Dr. Stapleton suggests that we do not yet have suffi- 
cient evidence to support the detailed structural changes to the DI 
program. Among other things, he proposes pilot projects to get bet- 
ter data and practice as part of a strategy of disability reform. 

What would you say if you could reflect a bit on your perspective 
of Social Security’s track record with conducting demonstration 
projects? 

Mr. BERTONI. I would agree that there needs to be more study 
and analysis of some of these proposals to ensure that we are ex- 
amining the best of the proposals, what they intend to do, but also 
be cognizant of the potential unintended consequences that can 
occur and get in front of those before we roll out any new system, 
or process. But in terms of SSA’s demonstration authority and 
their track record, we have issued at least a couple of reports on 
this, most recently in 2008, looked at 14 demonstrations that they 
conducted over a period of a decade, and five of those were termi- 
nated due to real limitations. Four were completed, and of those 
nine, none of those yielded any policy data that could be useful to 
Congress. The remaining five were ongoing and we certainly had 
some concerns with those. That was at a cost of about $155 million 
with another projected cost of $220 million going forward for the 
remaining five. The key there was that they just didn’t have suffi- 
cient protocols and guidance to design, implement, and evaluate 
these initiatives. And as a result, they went by the boards for the 
most part. 

We have recommended that they put some more structure 
around that, especially to protect against sort of changes in the ad- 
ministration, where folks in a new administration might come in, 
terminate perhaps some projects that could have promise, and 
sometimes we found that those terminations were not data driven. 
We really didn’t see a clear rationale. And that is just not good. 
That is just taxpayer money that is not well spent. 

So in terms of track record, not very good. They have instituted 
some recommendations that we have asked them to do. We haven’t 
revisited it. But in our most recent effort to look at their efforts to 
update their medical listings and develop our occupational informa- 
tion system we reported in that report that from a technical stand- 
point they are pretty thin in terms of expertise and resources to do 
some of these pretty aggressive projects. 

Mr. SMITH. So if we did move forward with a pilot program, 
should Social Security be tasked with such an effort? 

Mr. BERTONI. I think that would depend on what model you 
chose to pursue. It doesn’t necessarily have to be the entity that 
would run these projects. This could be done in other agencies, 
other, you know, other levels of government. States, private sector. 
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So I think it is really you have to think about what you want to 
do, what the elements of that reform system might look like and 
then decide who would be, you know, responsible for the pilot. But 
clearly, if you stay within the confines of the current mouse trap 
and try some things within the current system, SSA would likely 
have a role there. I think they would probably leverage the outside 
research community. 

Mr. SMITH. Thank you, my time is expired. I yield back. 

Chairman JOHNSON. Thank you for your comments. Without 
objection, I would like to insert into the hearing record the recent 
report from the Congressional Budget Office entitled: Policy Op- 
tions for the Social Security Disability Insurance Program. 

Without objection, so ordered. 

[The prepared report follows:] 
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Unless otherwise indicated, the years referred to in this rc|x>rt are federal fiscal years 
(which run from October I to September 30). 
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Summary 


Social Security Disability Insurance (DI) pro- 
gram pays cash benefits lo nonelderly adults (those 
younger than age 66) who arc judged to be unable to 
perform “substantial” work because of a disability but 
who have worked in the past; the program also pays ben* 
efiis to some of those adults' dependents. In 201 1. the 
DI program provided benefits to 8.3 million disabled 
workers, nearly sixfold the 1 .4 million disabled workers 
who received benefits in 1970. Including the dependent 
spouses and children of those workers further increases 
the number of people receiving support in 20 11 to 
10.3 million. The growth in the program can be attrib- 
uted to changes in multiple factors, including demo- 
graphics. the labor force, federal policy, opportunities for 
work, and compensation (earnings and Isenefits) during 
employment. 

Over the past 40 yTars. outlays for benefits from the DI 
program (adjusted for inflation) have grown by more 
than nine times. During that period, the average benefit 
received by disabled workers rose from about $360 per 
month to about $1,050 per month in 2010 dollars. 
(Other programs also support workers with disabilities; 
for example, DI beneficiaries receive Medicare benefits 
that cost the federal government on average more than 
80 percent as much as their DI benefits.) By comparison 
with outlays, revenues dedicated to the program have 
increased nearly fivefold since 1970. ITte divergence 
between the programs spending and revenues has 
prompted concerns about its financial sustainability. 

In 201 1 . spending on benefits in the DI program was 
$128 billion, or 0.86 percent of gross domestic product 
(CDP): by contrast, the programs revenues totaled .about 
$94 billion, or 0.63 percent of GDP. In 2022, the pro- 
gram's spending and revenues will be roughly the same 
shares of economic output as in 201 1, according to the 
Congressional Budget Office's (CBO’s) estimates. By 
2037, revenues as a percentage of GDP will be little 


changed, but spending as a share of output will have 
fallen slightly, as the proportion of the working-age popu- 
lation that is age 50 or older (and thus more likely to 
receive DI benefits) declines. 

In this study, CBO in conjunaion with the staff of the 
Joint Committee on Taxation (jCT) has estimated the 
budgetary effects of a variet)' of potential modifications to 
the DI program. In CBO's and JCT's estimation, two 
policy options that would alter the taxes that support the 
program would result in higher revenues of $13 billion or 
$28 billion in 2022. Seven policy options that would 
modify benefits could lead to declines in the rate of 
growth of the number of participants in the prognm 
and to cuts in the program's sjtcnding relative to C'BO's 
currently published estimates; cuts in spending could 
range between about $1 billion and about $22 billion 
in 2022. In addition. CBO estimated the longer-run 
effects of each option relative to the agency's current 
long-term estimates: By 2037, the two revenue options 
would increase DI tax receipts in that year by 8 percent or 
22 percent, and the seven spending options would reduce 
DI outlays by between 2 percent and 14 percent. 

Modifications to the DI program would necessarily 
affect several other federal programs, including, most 
significantly, the Social Security Old-Age and Survivors 
Insurance (OASl) program. Medicare, the Supplemental 
Seairity Income (SSI) program, and Medicaid. However, 
analysis of those interactions was outside the scope of this 
report. 

Restoring the DI program to a sound budgetar)* position 
would require combinations of the policies examined 
here or other changes to the program. Prom the perspec- 
tive of the overall federal budget, the increases in taxes 
and reductions in spending considered in this analysis 
would improve the fiscal outlook to varying degrees but 
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would leave very large imbalances between total federal 
revenues and spending if current policies were continued 
in all other respects.' 

Alternatively, lawmakers could choose to modify the DI 
pre^ram in ways that would provide greater support to 
certain DI beneficiaries and increase spending for the 
program. CBO examined two polic>' options of that sort. 
Those options would increase DI outlays by $8 billion or 
S16 billion in 2022 and by 5 percent or 6 percent by 
2037. 

Policymakers could also alter the program in more funda* 
mental ways. CBO reviewed proposals for several such 
changes, and this report summarizes the main themes 


I . For a diicuuinn. see Cofi{(m«nnal Budj^i Oflice, Tht 2012 
LoHg’Trrm BuJgn Ouilooki^vnc 2012). 


among them. Modifications might include promoting 
disabled beneficiaries’ return to work — for example, by 
moving to a partial disability system that related benefits 
to the degree of disability or, in the case of newly disabled 
workers, by focusing on rehabilitation and reemployment 
rather than the receipt of benefits. Many of those alter- 
natives have been implemented in various European 
nations, in part to reduce spending on disability pro- 
grams. and that experience may provide some insight into 
the options' potential effeas. But the changes in policy 
that those countries have instituted generally have been in 
place for such a short time that their fiscal impact is 
uncertain. Overall, CBO concludes, such fundamental 
changes mi^t help move the United States’ DI program 
tow'ard bud^tary balance in the long run but arc unlikely 
to provide sufficient immediate cost savings to resolve the 
program’s near-term financial pressures. 



Policy Options for the Social Security 
Disability Insurance Program 


What Is Disability Insurance? 

The Social Sccurit)' Disability Insurance program is one 
component of the framework of support chat is the fed- 
eral Social Security system, which comprises the Old-Age, 
Survivors, and Disability Insurance programs. The Dl 
program provides income to nonelderly adults who have 
worked in the past but whom the Social Security Admin- 
istration (SSA) now deems unable to work because of a 
medical condition that is expected to last more than one 
year or to result in death. Only workers who arc younger 
than the full retirement age — established for the Old-Age 
component of Social Security — can be eligible for DI 
bcnenis.' Disabled beneficiaries receive monthly pay- 
ments based on their past earnings for as long as the)' 
remain in the program.^ (Some family members of 
disabled beneficiaries, including certain spouses and chil- 
dren. are also eligible for benefits.) If DI beneficiaries 
remain disabled and live to their full retirement age, they 
transfer to the Social Security retirement program at that 
age. but their benefits do not change.^ 

In May 2012, the DI program provided benefits to 
10.8 million people. More than 80 percent of them. 


1 . The full irtirrmriK age U the age at which a person becomes 
eligible for unreduced Social Security retirement benefits. For 
dciaiU on DI eligibility, see Social Security Admintstraiion. 
Diiability Evahutiion Under Sotial Seenrity (Blue Book). SSA Pub. 
64-039 (Scpirmbcr 2008), www.ssa.guv/dlvibility/pfofcs.uorulv/ 
bluebook/listing-impaimirnts-him. 

2. In (his report, the term "dLublcd bendiciarics'' refers to people 
with disabilities who arc receiving beneliis from the Dl pri^ram 
as a result of their own disability and whose DI benefits arc calcu- 
lated on the basis of their own work history. (Such beneficiaries 
arc also referred to as disabled worker bcnriiciaries, disabled worit- 
ers, or disabled insured beneficiaries.) 


or 8.7 million people, were disabled workers: about 
18 percent, or 1.9 million, were children of those work- 
ers; and fewer than 2 percent, or 166,000, were spouses 
of chose workers. 

The Dl programs rules generally restrict beneficiaries 
from working and earning substantial amounts while 
they are receiving benefits. However, when beneficiaries 
first start to work, they can earn an unlimited amount for 
1 2 months without losing their benefits. Thereafter, they 
can earn no more than some specified amount per year 
(SI 2, 1 20 in 2012) before their benefits are eliminated. (A 
beneficiary may enter a "trial work period" during which 
he or she may work for nine months and remain in the 
program. A three-month grace period follows the trial 
work period.)* The average monthly benefit for a dis- 
abled worker in May 2012 was $1.1 1 1; thus, at that 
benefit level, the average Dl beneficiar)' this year may 
have an annual income of no more than $23,452 from 
those two sources. (For purposes of comparison, average 
income per person for the nation as a whole, according to 
the Census Bureau, was about $26,500 in 2010.) In 
2006. the most recent year for which data arc available, 
50 percent of DI beneficiaries had household income chat 
was below the federal poverty threshold — a proportion 


3- For morc-dctailcd dcscri^Mions of ihc Dl program, see 

O>ngrcssiorul Budget Office, Social Seeuritj DUalrilitj Imuntnct: 
Pamdfmnm Trends and Their Fiscal ImplicaiMm {July 2010); 
arKi Social Sceuxtiy Administration. Oisahility Benefits, SSA 
INib. 05-10029 (July 2011), www.ua.g()v/pubs/l0029.h(nil. 

4. Blind beneficiaries Ficc hi^cr thresholds: in 2012. they could 
ram up to $20,280 pet year. For more information, see Social 
Security Administration. “Trial Work IVriod“ (Oaober 2011), 
www.ssa.gov/o3tt/COlA/fwp.himl. 



102 


2 rauaomixsioftm SOCIAL smmT>DisMijni\siR<NaiiK)(;i^^^ 


Figure 1. 

Fraction of the Working-Age Population (People Ages 20 to 64) Receiving 
Disabilit) Insurance Benefits 

(Percent) 



Sources: Coogressional Budget Office; Social Security Administratton. 
Note: White bars indicate recessions. 

about five times higher than the nationaJ poverty rate of 
1 0 percent at that time/ 

How Have Participation in and 
Costs for the Disability' Insurance 
Program Grown? 

Over the past 40 years, the number of disabled workers 
who receive benefits from the Dl program has increased 
nearly sixfold, rising from 1.4 million in 1970 to 8.3 mil- 
lion in 201 1 . (Dependents of disabled beneficiaries are 
not included in that calculation.) In calendar year 1970, 
about 1 .3 percent of working>agc adults — individuals 
ages 20 to 64 — were receiving DI worker benefits: in 


5. Bccjuie ihe poverty rate among Di bcneficurics it mratured at 
the household Icvd and the natioiul poverty rate it measured at 
the family levd. the two arc not ttriedy comparable. The house- 
hold p overt y rate among DI bencficiancs comes from Table 9 in 
Gina Livermore and others. Virk Artirity tnul Urn if Emfhymnt 
Stippcm Umier Ae Onpmd TKkrt to \Perk RegitUnoiu — 2006 
NaticHtU Betufieidrj Sonty: Methodology Daerifthr Stotitria 

(Maihrmatica IVsIicy Research. Center for Studying Disability 
lAilicy. October 2009). www.nuihetiuiKa-mpr.coni/puhlsiationt/ 
PDFs/disabilityfl'l W_2006_NBS.pdf. The rutioiul poverty rate 
is calcubicd for all families by the Ceiuus Bureau: sec hteomt, 
I^tverty. ond Heotdt Ituttnime i M x n t g e im the United SuteK 
2006, Current IVspulacion Reports. P60-233 (August 2007). 
www.census.guv/pfiid/ 20O''pubv/pfiO' 233.pdf. 


2011. that fraction was 4.5 percent. Much of the recent 
growth in the share of the population that comprises dis- 
abled workers stems from increases in the number of 
women receiving disabled worker benefits. EJetween 1 970 
and 1995. the percentage of women who received such 
benefits grew by about 0.6 percentage points — about the 
same rate of growth as for men. Between 1995 and 2011, 
however, women receiving disabled worker benefits 
increased from 1 .0 percent to 2. 1 percent of all working- 
age adults: the corresponding change for men was from 
t.6 percent to 2.4 percent. 

Between calendar years 2012 and 2022, growth In the 
share of people ages 20 to 64 receiving DI benefits will 
slow considerably relative to growth during the past 
40 years, the Congressional Budget Office projects. 
Nevertheless, in CBO s estimation, the share of people of 
those ages receiving benefits in 2022 will rise to more 
than 5.0 percent, with about equal relative increases in 
the proponion who are men and the proportion who arc 
women (sec Figure 1). 

The rapid growth in the DI programs rolls has put 
increasing pressure on its finances. Between fiscal years 
1970 and 201 1. DI expenditures on benefits (adjusted 
(or inflation) rose by more than nine times. As a result, a 
growing share of spending for the Social Security system 
is being dircacd to participants in the Dl program. In 
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1970, Dl spending was about 10 percent ofOASDI 
expenditures: by 201 1, that share had grown to nearly 
18 percent. CBO estimates that by 2022. as the number 
of beneficiaries in the Social Security retirement program 
swells, the DI program's share of OASDI spending will 
shrink to about 1 5 percent. 

Total DI expenditures were S 1 28 billion in 20 1 1 and. 
CBO projects, will be $204 billion in 2022. Measured 
relative to the size of the economy, DI spending was 
about 0.27 percent of the nation's gross domestic product 
in 1970; by 2011. that share had grown to 0.86 percent. 
CBO expects that proponion to continue to increase, to 
about 0.91 percent in 2013 and 2014. before declining 
slightly, to 0.83 percent in 2022. In contrast, revenues 
measured as a share of economic output were 0.63 per- 
cent of GOP in 201 i and. CBO projeas. will be 
0.65 percent of GDP in 2022.* 

Total government spending on DI beneficiaries is sub- 
stantially higher. In particular, the cost of Medicare 
benefits received b)* people who arc eligible for them 
because they receive DI benefits was about $80 billion in 
201 1; CBO expects that it will be $120 billion in 2022. 
Moreover, some DI beneficiaries also receive benefits 
from the Medicaid and Supplemental Security Income 
programs. 

The DI program's rapid expansion and the projected gap 
between its spending and dedicated revenues in the future 
raise questions about the financial sustainability of the 
program. Since 2009. the program has been paying out 
more in annual benefits than it receives in taxes and in 
interest on the balances in its trust fiind.^ CBO projects 
that the 01 trust fund will be exhausted by 2016, nearly 
20 years before the projected exhaustion of the trust fund 
for the Social Security retirement program.* 


6. Lawnukrn have icduccd (he workers' ponion of (he payroll tax 
by 2 perernu^ poims for takndar years 201 1 and 2012; (he 
redudion in (ax revcnim is being made up by frimbuncments 
frnm (he Treasury t general fund (o (he nra Social Security truK 
funds. For the purposes of (be calculatioru in (his repon. Soda] 
Security pyroll tax revenues are considered to include thoK 
rrimbursements. 

7. Federal trust funds, including those for Social Security, nscntiilly 
constitute an accouniit^ mechanum. In a given year, the sum of a 
fund's receipts along svith the interest that U credited on previous 
bolariCTS. minus spetsding for benefits and admintsrruive costs, 
etpials a fund's surplus or deficit. 


^1iy Has the Disability Insurance 
Program Grown So Rapidly? 

Multiple factors help explain the I )1 program’s rapid 
growth, and CBO has grouped them under three main 
categories: 

■ Changes in demographics and growth of the labor 
force, 

■ Changes in federal policy, and 

■ Changes in opportunities for employment and 
compensation. 

Changes in Demographics and Growth of the 
Labor Force 

Pan of the growth in the DI program reflects the a^ng of 
the laige baby-boom generation (people born between 
1946 and 1964) and consequently the aging of the work- 
force, which has led to an increase in the share of workers 
who enter the Dl program. Older workers are far more 
likely than younger workers to qualify for DI benefits. 
More older people suffer from debilitating conditions; 
moreover, the program’s qualification standards for older 
workers arc less stria than those for younger workers 
because older people arc assumed to be less able to adapt 
to new types of work. 

The aging of the baby-boom generation has shifted more 
people from the ranks of younger workers (ages 25 to 
44), for whom the rate of enrollment in the Dl program 
is lower, and into the ranks of older workers (;^;cs 45 to 
65). for whom the rate of enrollment is higher. Between 
calendar years 1996 and 2009 — the approximate period 
during which the baby-boom generation entered their 
50s — the share ofdlsablcd worker benefits awarded to 
older workers (age 45 and older) rose from 67 percent to 
76 percent: mirroring that increase was the decline in the 
share of benefits awarded to younger workers (ages 25 to 
44), which fell from 31 percent to 22 percent.’ Thus, the 


8. I\inu4ni to the liiUnccd Budg^ci and Fjnrt^ncy Dclkii Contml 
Act of 1985 (section 257(b)), CBOs baseline projections incorpo- 
rate the assumption that Dl benefits will be paid in full even after 
the trust («um1 » exhausted. 

9. Over that period, awards to pcofde younger than age 25 rose 

from 2.0 percent to 2.5 percem. SccTA '/jtpn, SoekU Sfnnty 
DimMity Pngntm VUrkfr Ex^enmee, Social Security 

Adminiuration Actuarial Study 122 (Social Security Adminiura- 
lion. May 201 1), mvw.ssa.gnv/OACT/NOTES/s20i0s.h(ml. 
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baby boomers' aging would have boosced enrollment in 
(he Dl prt^ram even if no other hictors had changed.'* 

Another reason for the Dl program's growth is the 
increase in the tabor force rdaiivc to the number of 
working-age people. That increase largely stems frt>m a 
rise in the number of working women, who arc eligible, 
like men, to receive benefits if the)* become disabled. 

The increased number of working women has boosted 
revenues for the Dl program, throu^ the payroll taxes 
collected on their earnings, but it has also led to more 
disabled beneficiaries and higher outlays for the program. 

Changes in Federal Pollq 
In 1984. lawmakers enaaed the Disability Benefits 
Reform Act, which expanded the ways in which people 
could qualify for the Dl program. That legislation, in 
addition to reversing several of the cost-containment 
measures enacted as part of the 1980 Social Security Dis- 
ability Amendments, shifted the criteria for Dl elifpbility 
from a list of specific impairments to a more general con- 
sideration of a person’s medical condition and ability to 
work, llie legislation allowed applicants to qualif}' for 
benefits on the basis of the combined effect of multiple 
medical conditions, each of which taken alone might not 
have met the criteria. It also allowed symptoms of mental 
illness and pain to be considered In assessing whether a 
person qualified for admission to the Dl program, even 
in the absence of a clear-cut medical diagnosis." The eas- 
ing of the eligibility criteria increased the importance of 
subjective evaluations in determining whether applicants 
qualified for benefits. 


10. See Mark G. Dujigan and Scon A. Imbcniun. 'Why Arc ihc 
Diubility Rnlli Skyrocketing The Contribuikm of l\>pubiion 
CkatancnMica. Eennomk Condiiksiu, and Program Genenwity,* 
in David M. Culler and David A. Wuc. cds., HMhh m ()Urr /tgev 
Thf Cnaa aW Cenief morvs «/ Dfcbniiig DuMkiitty Amutg the 
FMUfiy (Unrvcniiy of Chic^ Pms, 2009). pp. 537-379. 
www.iiher.(>rg/«:hapterv/cl 1 1 19. Thoac authors aiitnaic ilui ihc 
aging of the poputaiinn accounts for about one-fifth of the growth 
in the share of the working-age popubiion enrolled in the Dl 
program. 

11. ScdslSeruriiyDiuihilitylnttimitcePngMm VCifrker 
Biefenentr. Frank S. BIikH, "Medica] Proof, Social I\»licy. and 
Social Securtiy's Medically Centered Definition of Disability.' 
CarwQLdv RmeuK vol. 92 (2006-2007). p. 189: and David H. 
Auior and Mark C. Duggan. 'The Growth in the Social Security 
Diubility Rolls: A Hscal Crisis \)nf6Uimp' JeurnMi of Ennomir 
Pmfeetit'ts, vol. 20. no. 3 (Summer 2006). pp. 71-96. 


'Those changes in policy led to a substantial expansion in 
the share ofDI beneficiaries with menial or musculo- 
skeletal disorders, many of whom enter the program at 
younger ages than do people with other types of disabili- 
ties and many of whose applications arc largely judged by 
using subjective criteria. The share of beneficiaries with 
musculoskeletal disorders increased from about 17 per- 
cent in calendar year 1986 (two years after the passage 
of the law) to over 28 percent in 2010. The share of 
beneficiaries with mental disorders increased from about 
22 percent in 1986 to about 33 percent in 2010. In addi- 
tion to increasing the number of people who enter the 
Dl program, those changes have helped boost the average 
length of time that disabled workers receive Dl benefits 
because those disorders arc comparatively more prevalent 
at jxiungcr ages and comparatively less likely than many 
other qualifying conditions to result in premature 
death.'* 

Another way in which federal policy has led to growth in 
the Dl program is through the rise in the full retirement 
age for Social Security that has occurred during (he past 
decade. That rise has had two main effects on the Dl pro- 
gram: It has enlarged the potential poo) of Dl applicants 
by including more older workers who have not yet 
reached their full retirement age, and it has increased the 
length of time individuals spend receiving Dl benefits 
because disabled worker beneficiaries now shift to the 
Social Security retirement program later than in previous 
years. (In addition, the rise in the full retirement age has 
boosted revenues for the Dl program in the form of pay- 
roll taxes collcacd on the earnings of people who arc now 
working longer before claiming retirement benefits.) 
Between 2002 and 2009. the age at which Dl beneficia- 
ries transferred to the retirement program rose from 65 to 
66: it is scheduled to rise to age 67 by 2027. 


12. Mutcuknkelrtal diM>nlen include, for rumple, certain divntden 
of the tpinr and major dysfunctioni of the joino. «vhkh affect 
peoples ahiliry lo ambulaic or to perform lirK and giuu movr- 
menis effrctnrly' Menial disorden indude, for rumple, ernain 
types of afl«tivc. psychoik. and aiuicn'-telaicd disorders. (Details 
arc available ai www.ua.gin7duabili(y/pri)ii»i<maU/blucbiM>k/ 
AduhLiMin(p.htm.) Resrarchers have found that mortality ram 
vary sidutaniially by di:q:nosis and that Dl recipients with mental 
disorders artd musculoskeletal condiiions have lower mortality 
rates than the avera^^r Dl recipient. See Kalman Rupp and 
Charles G. Scon. 'Trends in the Qiaracieristks of Dl and SSI 
Disability Awardees and Duration of rrogram Partkipation.' 
Seruil Senthiy Bmllfrin. vol. 59, no. 1 (Jusuary 1996), pp. 3-21. 
w%vw.ssa.gov/polky/doa/ssb/v59n 1 rindcx.html. 
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Changes in Opportunities for Enip]o>inent and 
Compensation 

Whether people apply for D1 benefits is strongly affccied 
by the design of the program, the opportunities people 
have for employment, and the dilTerence between the D1 
benefits an individual would receive and the compensa- 
tion (earnings and benefits, including health insurance) 
associated with working. When jobs are plentiful, some 
people who could qualify for the 01 program may choose 
instead to work. Conversely, when jobs arc scarce, such as 
in economic downturns, some people with disabilities 
may find that their employment opportunities are espe- 
cially limited, and they will instead choose to apply for 
DI benefits. Indeed, in the aftermath of the recent severe 
recession, applications for DI benefits reached a historic 
high, exceeding 2.9 million in calendar year 2010.'^ 

Short-term economic downturns can have long-term 
effects on the DI program's benefit rolls. Many people 
who have been out of work for long periods find it hard 
to reenter the labor force, especially at their previous wiq'e 
level, and they may ultimately turn to the DI program for 
support. Once they have been awarded benefits, only a 
very small percentage of DI participants permanently 
leave the program to return to the workforce.'^ CBO 
projects that as a result of the most recent recession and 
slow recovery, the number of disabled worker beneficia- 
ries will continue to rise over the next few years (although 
growth will slow as the economy improves). That increase 
in participation stemming from the severe economic 
downturn will add to the long-term trend of rising 
enrollment. 

The value of the benefits that a woriter receives from the 
DI program relative to the earnings and benefiu received 
through his or her job will also affect whether an eligible 
worker decides to apply for DI benefits. Worken who are 
displaced from jobs during economic downturns may 


13. In c^endjr year 201 1. the number of DI applications dnipped 
dighily. to just unckr 2.9 millkmi sec Swial Security Administn- 
ikm. 'Selected Data from Social Securitys Dtsabiitty Pro^^un' 
(May 2012). www.vM.pw/OACT/STATS/dihStac.himl. 

N. Sec Su Liu and David C Suplcicm. 'Lot^tudirul Suriuks on 
Work Activity and Use of ELmployment Suppom Ibr New Social 
Security Disability Insurance Beneficiaries.* 5 mW / hdi*- 
$in. woL 71. no. 3 (August 2011), pp. 33-59, www.su.pTv/polky/ 
d<Ks/ssb/v7In3/indcx.himl. Those authors found that over a 
I0«ycar period, about 4 percent of an entering cobon of new PI 
beneficiaries left the program to take a job. 


face large cuts in their wages upon reemployment, mak- 
ing DI benefits relatively more desirable. Moreover, 
because the formula for calculating benefits is progressive, 
it replaces a larger share of earnings for low-wage workers 
than for high-wage workers. That progressivity combined 
with the growing gap between the earnings of low-paid 
and highly paid workers has probably increased the num- 
ber of low-wage beneficiaries since the late 1970s.'* 

Access to health insurance and the cost of obtaining it are 
additional factors that can affect an individual's decision 
to apply for DI benefits. Disabled beneficiaries receive 
coverage under Medicare, regardless of their age, gener- 
ally after a 24-month waiting period. For workers 
without employment-based health insurance, the even- 
tual eligibility for Medicare that comes with participation 
in the DI program may be quite valuable and may 
encourage them to apply. Similarly, the recent decline 
in employer-provided health insurance might increase 
participation in the program not only by encouraging 
workers with disabilities to apply but also by discouraging 
those who are receiving benefits from leaving.'* 

The recently enacted Affordable (3are Act is likely to 
influence future application rates for the DI program 
(especially after 2014, when new health insurance 
requirements are set to take cfhxt under the law), but 
whether it will result in more or fewer beneficiaries is dif- 
ficult to predict.'^ Among other changes, that legislation 
will make it easier for people who have health problems 
to buy their own insurance: it will also provide new 
subsidies for individually purchased coverage and expand 


1 5. Far Kiditiatu] dbaminn, wv L Scoit Mullrr. 'The Filven of 
Wage Indexing on Social Security Disability Benefits.* 5«rW 
Security Bulletin, vol. 68. no. 3 (December 2008), pp. 1-44, 
www.>u.gov/pn(icy/docs/ub/v68n3/irKicx.html: Autor and 
Duggan. 'The Growth in the Social Security Diubtliry Rolls: 

A Fiscal Crisis Unfolding': and Kalman Rupp and David d 
SiaplcTon. ‘Detetminams of the Growth of the Social Security 
Admintstraiion's Disability Pnigrams — An Overview.* Suein! 
Security BuBettn. voL 58. na 4 (October 1995). pp. 43-70, 
www.ssa.gi>v/p(ilKy/docs/ssb/v58n4/indcx.html. 

16. Census Bureau. Ineume. unJ Hruidt Itauraner Cuerrage in 

thr United Suter 2010, Current Btipulaiion Repnns. P60-239 
(September 20) I), Tabic C-I. www.ccnsus.gov/prod/20) Ipubs/ 
p60-239.pdf. 

1 7. The Affbrd^dc Care Act comprises the Rsiirni Protection and 
AlTordablc Care Aa (Public Law 1 1 1-148) and the health care 
provisions of the Health Care and Education Rcconcilucicm Act 
of2010(P.L 111-152). 
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cli^biliry for Medicaid in states that choose to do so. 

On the one hand, applications to the D1 program may 
decline — because people who do not have employment- 
based health insurance will find it easier to obtain 
subsidized coverage as well as to gain access to health care 
without applying for Dl benefits. On the other hand, 
applications to the DI program might increase — because 
some people who would lose employment-based health 
coverage if they left their jobs to apply for DI benefits will 
has'e access to insurance during the two-year wailing 
period for Medicare benefits, with no exclusions for pre- 
existing conditions, through the health insurance 
exchanges that will be established under the law. More- 
over, that insurance might be subsidized, depending on 
an individual’s income. 

Approaches to Addressing the Fiscal 
Imbalance in the Disabilit)’ Insurance 
Program 

Alleviating the financial pressures on the DI program will 
require a substantial increase in revenues for the program, 
a substantial decrease in the program’s costs, or some 
combination of those two approaches. On the revenue 
side, options are straightforward but limited: To expand 
revenues, Dl taxes paid by employers or employees (or 
both) must rise, or some other source of funding must be 
used. In contrast, options for reducing costs are both 
more complex and more numerous: For example, the 
components of the formula that is used to calculate Dl 
benefits could be altered, as could one or more of the 
rules used to help determine eligibility for the program. 
CBO evaluated a variety of options that policymakers or 
researchers have identified, focusing on the following: 

■ The formula for computing benefits. 

■ The factors that increase benefits over time, 

■ Changes in eligibility that aftea the number of work- 
ers who enter the DI program and the likelihood that 
people who arc receiving benefits will leave the pro- 
gram and return to work, and 

■ Changes in the length of time people must wait to 
enter the program after they apply for benefits. 


For each option. CBO assumed that the policy would 
take effea at the beginning of calendar year 2013. Esti- 
mates of the budgetary efhxts of the options during the 
next decade — which arc derived from the agency's March 
2012 baseline — are presented as nominal dollars in 2022 
and as percentage changes from currently scheduled out- 
law's or revenues: estimates of budgetary effects beyond 
the next decade — which arc derived from the agency’s 
June 2012 long-term budget projeaions — are presented 
solely as percentile changes in DI revenues or outlays 
from the projectioru for 2037 under current law (see 
Table !).'• 

With a couple of exceptions, as noted below, CBO’s esti- 
mates of the budgetary effects of the policies include 
savings or costs to the Dl program itself and to the 
Social Security Old-Age and Survivors Insurance pro- 
gram when the effects on OASI are simply a result of 
DI beneficiaries’ transferring to the OASI program.'^ 
(Benefits for Dl beneficiaries who shift to the OASI 
program are paid from the OASI trust fund.) Modifica- 
tions to the D! program would necessarily affea several 
other federal programs in addition to the Social Security 
Old-Age and Survivors Insurance program, including, 
most significantly. Medicare, Medicaid, and the Supple- 
mental Security Income program. For the policy options 
presented in this study, CBO generally has not estimated 
the effects they might have on those other federal 
programs. (For a more complete discussion of such 
interactions, see Box 1.) 


1 8. CBO '» baicline ii a neutral refcrmcc point for mraturing the bud- 
igcufy rfTects of proposed ckanps to federal revenues or spending;. 
It consists of pmieatons of outU)rs, tcvcnucs. and the deficit or 
surplus over 10 yean calculated accurdir^ to ruks originally set 
forth in the Balanced Budget and Enscrgeitcy Deficit Control 
Act of 1985. For rrsorr details about CBO's most recent lO-ycar 
current-law baseline protect ions, sec Congrcssioiul Budget Ofiicc. 
VfJdtfJ BtiJgei Pnjeettmt: FwaJ Ynm 20/2 tm 2022 (March 
2012). For CBO's long-term budget estimates, sec Congressional 
Budget OfTice. The 20/2 lM«g TfrmBMif!rt(}iitbokl}\UK20\2). 

19. CBO's estimate for the policy option that modifies the f^on 
used to adjust Dl benefits (that is. the i^ion involving the 
chained consumer price index) includes the effects of applying 
that option to all OASDI bcrscficiarics and not just to those 
who shift from the diubility to the rniremcm portion of Sodal 
Security. CBO's estimate for the policy option that eliminates 
Dl eligibility starting at age 62 shows both the uvings for the DI 
program and the costs to the OASI program for people who claim 
OASI bersefics in lieu of Dl benefits after age 62. 
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Table 1. 

Suminar> of Possible Approaches to Changing the Disabilit)' Insurance Program 

Effect on PI Revenues or Outlays 


Number of 

Disabled Worker 
Beneficiaries 

Affected in 2022 In Billions of 
(Thousands) Dollars in 2022 


Percentage Change from Currently 
Scheduled Revenues or Outlays 
in2037* 


In 2022* 


Reducing the Dl Program's Fiscal Imbalance 
f/Hecfs on Retvnues 


Increase Revenues 


Raise (he 0! tax rate by 0.4 percentage points^ 

n.a. 

28 

18 

22 

Increase the amount of earnings that are taxable^ 

n.a. 

U 

8 

6 



Effects on Outlays 



Change the DI Benefit Formula 





Reduce all benefits by 15 percent 

6,200 

-22 

■11 

-14 

Reduce 01 benefits for people age 53 and older 

1,900 

-6 

•3 

•7 

Change How 01 Benefits Grow Over Time— Reduce 
COLAs by Using a Different Measure of Inflation^ 

10,100 

-3 

-1 

-2 

Change Eligibility Rules 





Eliminate eligibility starting at age 62* 

Require applicants to have worked more in 

500 

-12 

•6 

-6 

recent years 

Increase the age at which disability requirements 

400 

•8 

•4 

•5 

become less restnetive 

50 

•1 

-1 

•3 

Change Waiting Periods — Extend the Waiting 

Penod for Benefits from 5 Months to 12 Months 

900 

-U 

-6 

-7 


Providing Greater Support to DI Beneficiaries— Effects on Outlays 

Increase the COLA by I Percentage Po«nt* 

10,100 

16 

8 

6 

Eliminate the 5-Month Waiting Penod 

900 

8 

4 

5 


Source; Congressional Budget Office. 

Note: DI ■ disability insurance; n.a. ■ not applicable; COLA ■ cost*of‘living adjustment. 

a. Changes are measured agairtst CBO’s March 2012 baseline; see Cot>gressional Budget Office, Updated Bodgot Protections: fiseol ¥Mrs 
2012 to ^.27(Mard> 2012). 

b. Changes are measured against estimates in Congressional Budget Office, 7Jie 2022 long'TermBu/^tCh/tiooiiiJvne 2012). 

c. Estimates of revenues for 2022 provided by the staff of the Joint Committee on Taiation. 

d. CBO’s estimates for optiora affecting COLAs apply to aH benefidaries; estimales tor all other options that change outlays apply only to 
new beneficiaries in 2013 and later. 

e. CBO’s estimates for this option apply the reduction in the COLA to beneficianes of the entire Social Secuniy system — the Old-Age and 
Survivors (OASI) and Disability Insurance programs — and to recipients of Supplemental Security Income. The table shows only the 
savings to the 01 program. Savings for all three prograrrts would total $25.0 bilion in 2022. 

f. CBO's estimates lor this option apply the elimination of eligibility to DI beneficiaries only. The resulting savings are offset by an increase 
in OASI benefits of $9.3 biHion in 2022, for a net reduction in Social Security spending of $2.4 billion in that year. 
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Box 1. 

Other Federal Programs That May Be Affected by Changes to the 
Disability Insurance Program 


'Che Socud Security Disability Insurance (Dl) program is 
linked to many other federal programs, most notably the 
Old-Age and Survivors Insurance (OASI) program, the 
retirement component of the Social Security system; the 
Supplemental Security Income (SSI) program; and federal 
health care programs, including Medicare and Medicaid. 
Changes to the Dl program that affixted a persons eligibil- 
ity for Dl benefits could have an impact on spending for 
OASI. Medicare, SSI. and Medicaid. (Changes to the Dl 
program that affected the size of the Dl benefit that a per- 
son received but did not alter the cligibiliry criteria for the 
program would generally affect spending for SSI and Med- 
icaid but not spending for OASI or Medicare. Elecause of 
the additional time that would have been required, the 
Congressional Budget Office (CDO) has not estimated 
how the polic)' options considered in this study would 
affixt spending for and panicipatton in those other federal 
prt^^ms. (In a formal cost estimate for legislation. CBO 
would attempt to assess the combined elTccts for all of the 
affected programs.) 

Tlie Oid-Age and Survivors Insurance Prognini 
The reduced spending for the Dl program that resulted 
from policy options to tighten its eligibility requiretnents 
would be partially offset by increased spending for OASI. 
The offset is partial because not everyone who would lose 
their eligibility for Dl benefits would be eligible (or OASI. 
and people who would be eligible for OASI would gener- 
ally receive a smaller benefit under that program's rules. 

Most people who became ineligible fur the Dl program 
because of a change in ptdicy would probably apply for 
OASI benefits as soon as they became eli^blc for them, at 
age 62. The benefits they would receive from the retire- 
ment program would be smaller than those they would 
haw received from the Dl program, CBO expects, because 
retirement benefits arc reduced for workers who claim 
them before the full retirement age (the age of cligibilit)' 
for unreduced SocLal Security retirement benefits) and 
most people who lost their eligibility for Dl benefits 
would claim retirement benefits at the earliest possible 
opponunity. (Individuab who cbim retirement benefits at 
age 62 currently receive 75 percent of the benefit they 


would have received if the)' had been eligible for the Dl 
program; that proportion is scheduled to decline to 70 per- 
cent by 2022.) In 2010, more than 7 percent of initial Dl 
awards went to people age 62 or older, another 52 percent 
of awards went to people ages 50 to 61. (Changes in policy 
that arc directed at older Dl recipients, such as not allow- 
ing people age 62 or older to apply for Dl benefits, would 
have a much greater impact on OASI than would |>olicics 
directed at younger people because a larger share of the 
people affected would be eligible for OASI.) 

Medicare 

Because almost all Dl beneficiaries arc eligible for Medi- 
care after a two-year waiting period, changes to the 
cligibilit)’ requirements for the Dl program would also 
affect the number of people who were eligible for Medicare 
and. correspondingly, spending for that program. 'Ilte 
effects would probably be significant: Medicare’s spending 
per disabled beneficiary averaged about $10,500 in 2009. 
or more than 80 percent of the Dl benefits that the average 
disabled beneficiary received in that year. Pblicies that 
reduced the number of people who were receiving Dl ben- 
efits would also lower spending for Medicare. However, 
policies that decreased average Dl benefits without reduc- 
ing the number of people who received them would rmi 
affixt Medicare's spending. 

Supplcmcnbil Security Income 
'The Supplemental Security Income program was estab- 
lished in 1974 to provide cash assistance to individuals 
with low income and few assets who are also disabled or 
elderly. The disability standard is the same for the SSI and 
Dl programs; however, the Dl program provides benefits 
only to people with a sufficient history of work. About 
1 5 percent of Dl beneficiaries concurrently receive benefits 
from the SSI pre^ram. and about 30 percent of Dl benefi- 
ciaries received SSI benefits at some point during their first 
five years of eligibility for the Dl program. Accordingly, 
policy options that increased or decreased spending for the 
Dl program would tend to have partially offsetting bud- 
getary effcas in the SSI program. 


Continued 
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Box 1. Continued 

Otlier Federal Progrinis Tlial May Be Affected by Chiuiges to the 
Disability Insurance Program 


For example, a policy option that lowered beneftiA from 
the Dl program would irKrease SSI's costs, for two reasons: 
First, dually eligible beneficiaries would receive larget 
SSI benefits to partially offKi the income firom the Dl 
program tlut they would lose. and. second, some Dl recip- 
ients who were not currently eligible for SSI benefits 
would become eligible because their income would be 
lower as a result of the reduced Dl benefits they would 
receive under the policy option. 'Fhus. a policy that length- 
ened the Dl program's waiting period for benefiu would 
probably increase the number of people eligible for the SSI 
program and the avert^e benefit that the program paid, 
because the policy would reduce beneficiaries' income to 
below the SSI eligibility threshold (or to further below the 
threshold) during the extended waiting period. 

By comparison, options that increased Dl benefits would 
generally lead to lower SSI costs. And proposals that 
changed the definition of disability in both programs 
would affect spending for both programs in the same 
direction. 

Medicaid 

The Dl program is not tied specifically to Medicaid. But 
any policy that affected eligibility for SSI benefits would 
generally affect eligibility for Medicaid because in most 
states. SSI beneficiaries arc automatically eligible for Med- 
icaid. Thus, a person who b eti^ble for both the Dl and 
SSI programs b usually eligible for Medicaid’s coverage of 
his or her health care costs during the rwo-)'ear vs-aiting 
period for Medicare: those costs arc diared by the federal 
government and the states. After individuals who arc dib- 
ble for both Dl and SSI benefits gain access to Medicare. 
Medicaid continues to cover costs and services that 
Medicare docs not pay for. 

A policy option that changed the number of Dl beneficia- 
ries or the program's benefits could affect federal Medicaid 
costs by shifting some people between Medicaid coverage 
groups that generate different federal payments to states, 
even if the option did not change the overall number of 
people eli^btc for Medicaid. For example, beginning in 
2014, the Avoidable Care Act (ACA) will extend Medic- 
aid coverage to additional low-income people in states 
that choose to undertake that expansion.' The federal 


government will pay a la^r share of the costs for those 
new enroliees as compared with the federal share of costs 
for people who were eligible for Medicaid under prior law. 
As a result, the federal share of any additional Medicaid 
costs stemming from a change in the Dl program will 
depend on whether an individual falls into the new ACA- 
coverage group or into a prior-law-coverage group. 

Health Insurance Exchanges 

l^>licies that changed the number of Dl beneficiaries or the 
program's benefits could affect federal payments for pre- 
mium or cost-sharing assistance provided through health 
insurance exchanges that will be established under the 
ACA. Beginning in 2014 under that legislation, certain 
people who do not qualify for Medicaid or for affordable 
insurance coverage from other sources will be eligible for 
subsidies to purcliase health insurance through the 
exchanges. The amount of the subsidy for which a quali- 
fied individual is eligible will vary with his or her income. 
Policies that modified Dl benefits would tend to alter the 
costs of those subsidies by changing the number of people 
who would be eligible for them and the amount of the 
subsidies those individuals would receive. 

Revenues und Other Federal Programs 

Changes to the Dl program would have a smaller impact 
on revenues (apart from those dedicated to the Dl pro- 
gram and those associated with the subsidies provided 
through health insurance exchanges) and on other govern- 
ment programs than they would have on the programs 
discussed abost. Some of the policy t^tions that CBO 
analyzed would affect tax receipts because workers and 
their dependents might work more or less and thus have 
more or less in taxable earnings. In addition, some of the 
policy options would affect benefits under the Supplemen- 
tal Nutrition Assistance l*rogram (formerly known as food 
stamps), which uses income and assets to determine eli^- 
biiity. Moreover, the polic>' options would interact with 
workers' compaisatton programs. 


I. The ACA comprises (he Patient Protection and Aifordable 
Care Act (Public Law I i I-148) and the health care ptovi- 
sioiuofihc Health Care and Education Reconciliation Act of 
2010 (RL 111-152). 
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In its analysis. CBO also evaluated two changes that 
could be made at the administrative leveh— in particular, 
how the Social Security Administration hires and trains 
employees who conduct disability application hearings 
and how the agency reexamines disability cases over time. 
However, because evidence on the cnFects of such changes 
is limited. CBO did not estimate their potential budget' 
ary impact. 

Increase the Program’s Revenues 
The 1)1 program is funded primarily through a portion of 
the Social Security payroll tax, which ts split evenly 
between employers and emplt^ecs.^ (Self'cmployed 
workers pay the entire tax.) The total Social Security pay* 
roll tax is 1 2.4 percent and is applied to earnings up to a 
maximum amount that generally increases over time with 
average earning nationwide. The DI program's share of 
that tax is 1 .8 percentage points; in other words, the Dl 
tax rate today is 1 .8 percent, implying that employers and 
employees each pay a rate of 0.9 percent. 

One approach to addressing the Dl programs budgetary 
imbalance would be to raise the Dl tax rate.’’ Based on 
analysis that CBO conducted with the staff of the Joint 
Committee on Taxation, restoring long'ierm balance 
(over the next 75 years) between the programs costs and 
revenues would require that the DI payroll tax rate be 
increased by 0.4 percentage points (or 0.2 percentage 
points each for the employee and employer), to 2.2 per* 
cent. At that rate, revenues would be hi^er than in 
CBO's baseline projection by $28 billion in 2022, jCT 
estimates. In 20.57, revenues would be hi^er than CBO's 
long-term budget projection by 22 percent, in CBO's 
estimation. Such an increase in the tax rate would equal- 
ize costs and revenues, on average, over a 75’year rime 
horizon but would leave a significant funding shonfall 
over the next few decades. 

Another way to expand revenues would be to increase the 
maximum taxable earnings limit— that is, the highest 
amount of employees' wages subject to the Dl tax. The 


20. In addition to payroll tax receipts, a ponion of the income taxes 
paid on Social Security rrtiretncni bcnrfiu b crediicd to the Dl 
tnui (und. The goveramcni maintains a separate trust fund for 
the Olch^ie and Survivors Insurance program. 

21. AntNhcr approach would tic to redirect revenues to the DI iniu 
fund from the QASI iruM iiind, a courre that was hillowed in leg- 
islation enacted in 1994. However, such a redirection of resources 
would worsen the outlook for the OASI program. 


earnings of workers in the highest income groups have 
grown faster than average earnings in recent decades. As a 
result, the share of all earnings covered by the Social Secu- 
rity program that were below the taxable maximum 
shrank from about 91 percent in 198.5 to about 84 per- 
cent in 2010. By 2037, CBO projects, about 83 percent 
of all covered earnings will fall below the limit.^ Increas- 
ing the taxable earnings limit only for the Dl program 
(the limit for the other Social Security programs would 
not be raised) to cover 90 percent of earnings — that is, 
increasing the maximum taxable earnings limit for the Dl 
ponion of the payroll tax from its projected level of 
SI 13.400 in 2013 to $174,000— would produce an 
additional $13 billion in revenues in 2022 and increase 
revenues by 8 percent in 2037.“ 

Those two methods of altering the DI programs revenues 
svould affca taxpayers in different ways. Increasing the 
rare of the DI payroll tax across the board for employers 
and employees would spread the costs among all people 
with labor earnings. In contrast, raising the maximum 
taxable earnings limit would increase taxes only for higher 
earners, leaving the majority of DI taxpayers unaffected. 
In terms of workers’ incentives to try to work more hours 
or to work harder, policies that raised payroll taxes would 
have opposing effects: On the one hand, an increase in 
the tax rate for disability insurance would encourage 
affected workers to work fewer hours or to work less hard 
because they would keep less of each extra dollar they 
earned; on the other hand, those workers would earn less 
after-tax income by working their current number of 
hours at their current level of effort, which would encour- 
age them to increase the number of hours they worked 
and their work effort. CBO concludes, as do most ana- 
lysts, that the former effect outweighs the latter and that 
hi^er tax rates reduce thesupply of iabor.“ However, the 
estimates presented here do not incorporate any changes 
in the supply of labor. 


22. The maximum taxable earning limit » $1 10.100 in 2012. Hi»- 
toncxl data are uken from Social Security Adminntraiion. 
Sututimt Suf^Ument, 2011 (Offtcc of Rctirrmeni and Diaability 
Mky. February 2012). Table 4.B). 

23. For iboac estimate*. CBO did nut aiuime that hcneliis would be 
increased to reflea the hi|;her maximum taxable earning limit. If 
benelio were irscreased to reflect cbai change- (be net savir^ from 
this option would be smaiirr. 

24. For ftinherducusuon. see C^ngyessiona] Budget Oflke, The20l2 
Lmig-lerm BmJgrt OuiMt. pp. 36-37. 
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Reduce the Ingram’s Spending 
Options that reduce spending for the DI program would 
require scaling back either the number of beneficiaries the 
program serves or the amount of support each beneficiary 
receives. Tite challenge facing policymakers who are aim« 
ing to lower spending is to choose options that maximize 
savings while minimizing the harm inflicted on pctiplc 
whose disabilities prevent them from working. 

Change the DI Reneltl Formula. One way to reduce the 
costs of the DI program would be to alter the amount of 
insurance it provides by changing the formula used to cab 
culacc benefits. Like Social Security retirement benefits. 
DI benefits are based on a worker’s pa.st earnings and are 
calculated using a progressive formula that replaces more 
of the earnings of low-wage worlters than of high-wage 
workers. (That is. workers who have higher earnings 
receive larger benefits, but the replacement rate — the 
portion of a workers earnings that the benefits replace — 
declines as earnings rise.) Specifically, the primar>' insur- 
ance amount (PIA) formula for DI benefits has three 
components, any of which could be altered by policy- 
makers (sec figure 2): 

■ Avfrage monthly earning! (AIME). The AIME 

is a measure of a workers lifetime earnings. It is calcu- 
lated as the sum of his or her earnings, indexed to 
compensate for inflation and for the real (inflation- 
adjusred) growth of wages in the economy as a whole, 
divided by the number of months over which the 
earninj^ were obtained.^ For disabled worker benefi- 


25. For a meue detailed discussion of the Social Security beneiic 
fomuJa. MX Congrcuional Budjeei Office. Sanid/ Semrity Miey 
Oftittm (July 2010). 

26. Indexing ensura that a worker* bcncfiis reflect the general rue 
in the uandanJ of living that occurred during his or her wiMking 
lifcrimc. Thus, a uxirkers nominal earning for the appropriate 
working years arc converted to ncar-currcni wage levels on the 
basis of changes in avenge annua) earnings in the eoorvomy as a 
whole. For disabled workers, the calculations record ramir^ at 
their actual amounts for the two years before the initial computa- 
tion of benefits and earlier earning! as indexed amounts. For a 
related discusskm. see David H. Auior and .Mark G. Duggan. 
“The Rise in the Disability Rolls and the Decline in Unemploy- 
ment.’' Quarserly Journal of Eetmomia, vol. 1 18. no. I (February 
2003). pp. 157-205. hiip:/yccannmics.miixdu/files/579. Those 
authors have shown that rising income inequality in the United 
States combined with indexing by tlsc avenge wage level has ug- 
nifkantly raised the earnings replacement rate for DI benefits 
provided to low-wage workers. 


Claries, the AIME is computed by using an individual's 
indexed earnings between the age of 22 and the year of 
onset of his or her disability. 

■ Primary imurance amount faetors. The PIA factors arc 
the rates by which the components of the AIME are 
multiplied — specifically. 90 percent, 32 percent, and 
1 5 percent. The PIA factors, which arc fixed by law, 
have been at those levels since 1977.*^ 

■ Bentl points. The dollar amounts of the AIME at 
which the PIA factors change arc called “bend points." 
They govern the portions of the AIME associated with 
each PIA factor and change annually when the 
national average wage index rises. In 201 1 . the bend 
points were $749 and $4,5 1 7. Thus, a person with an 
AIME below $749 received a DI benefit equal to 

90 percent of that amount: a person with an AIME 
between $749 and $4,517 received 90 percent of the 
first $749 and 32 percent of the remainder; and a per- 
son with an AIME above $4,517 received 90 percent 
€)f the first $749, 32 percent of the next $3,768 
($4.5 1 7 minus $749), and 1 5 percent of the amount 
above $4,517. 

CBO analyzed two options that arc based on modifying 
the formula for computing DI benefits. 

Reduce All Benefits by 15 Percent. Policymakers could 
choose to reduce all DI benefits by the same amount, a 
change that would maintain the progressivity of the DI 
program. For example, benefits for newly eligible workers 
could be cut by 15 percent by reducing each PIA factor 
by that percentage (to 77 percent. 27 percent, and 
1 3 percent). Under that version of the option, the average 
DI benefit for disabled workers in 2012 would decline 
from $1,111 per month to $944 per month. Ouila}'s for 
DI would fall by $22 billion in 2022 and by 14 percent 
in 2037.” 


27. For ruribcr ducuuion. sec Social Security AdminUiraiion, 
"Automatic Detcrminaiions: Social Security BcncHi Amounts" 
(October 19, 20)1), www.ssd.gov7ojit/ciilj/DerKrits.hinil: and 
.Muller, "’The HITects nfWage Indexing on Social Security 
Disability Benefits." 

28. In earlier work. CBO estimated the cusis associated with the same 
optiem for the entice OASDI program and found that oudays for 
the Social Security system smuld decline by about 12 percent tela- 
live to outlays currently scheduled for 2040. See Congressional 
Budget Office, Sotiai Security Potiey Oytiotu, p. 2 1 . 
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Figure 2. 

Primary' Insurance Amount Formula for Computing 
Disability' Insurance Benefits in 201 1 

(PIA, in dollars) 



Average indexed Monthly Earnings (Dollars) 


Source: Congressional Budget Office. 

Notes: The section in the text titled "Change the 01 Benefit Formula" 
PIA s primary insurance amount. 

Changes to benefits in the 01 program would also 
directly affect other federal programs that use applicants’ 
income and assets to determine eligibility or amounts of 
support. In particular, people whose DI benefits were 
reduced would be more likely to qualify for the Supple- 
mental Security Income program and Medicaid. Lxiwer 
DI benefits might also deter some people from participat- 
ing in the D! program, which would reduce ouila>'s in 
related programs, such as Medicare. However, if fewer 
people applied for DI benefits, outlays mtgiti rise in the 
retirement portion of Social Security if people then 
claimed their retirement benefits earlier than they other- 
wise would have. CBO did not cstintate the effects of this 
option on outlays for programs other than DI. 

Reduce DI Benefits for People Age 53 and Older. Under the 
current Social Security system, workers who claim retire- 
ment benefits at age 62 rather than at their full retirement 
age are subject to an actuarial reduction that lowers their 
benefits for as long as they live. In contrast, workers who 
at age 62 move from employment to the DI program’s 
rolls, and then to Social Security's retirement program at 
their full retirement agi;. arc not subject to a reduction. 


on page U describes the computation of benefits. 


Instead, they receive approximately the same retirement 
benefits in each year that they would have received if they 
had enrolled directly in the retirement program at their 
full retirement age. A potential change to benefits for DI 
beneficiaries would be to impose the same penalty on 
them at age 62 that is now paid by early retirees. 

CBO anal)'zed the budgetary effects of such an option by 
considering an approach that would reduce newly 
awarded benefits for older workers on the basis of their 
age. Specifically, for people born in I960 and later, CBO 
estimated the effect of permanently reducing an older 
person’s DI benefits at the time the benefits are first 
awarded; .starting at age 53. benefits wtiuld be reduced by 
3 percent, with an additional 3 percent reduction occur- 
ring at each .subsequent year of age. Thus, a person who 
was newly awarded benefits at age 54 (in 2014 or later) 
would face a permanent reduction in benefits of 6 per- 
cent. a person who was newly awarded benefits at age 55 
(in 2015 or later) would face a permanent reduction in 
benefits of 9 percent, and so on. Ultimately, a new benefi- 
ciary who was 62 years old would receive a permanent 
benefit reduction of 30 percent, which is equal to the 
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reduced Social Security retirement benefit at that age for 
workers born in I960 and later. A new beneficiary 
between the ages of 62 and 67 (the full retirement age for 
that group of workers) would receive a benefit equal to 
the Social Security retirement benefit he or she would 
have received at that age. 

If such a schedule of reductions was put in place at the 
beginning of 2013. the option would affect about 2 miU 
lion people in 2022 and would reduce outlays by about 
$6 billion in that year and by nearly 7 percent in 2037. 
CBO estimates. Under the option, monthly suppon for 
people who were newly awarded benefits in 2022 would 
be reduced, on average, by between $50 (for 53'year' 
olds) and $600 (for 62-year-olds). Again, changes in the 
benefits provided through the DI program would directly 
affect spending for other parts of the Social Security sys- 
tem. Medicare. Medicaid, and SSI, but CBO did not 
estimate those effects. 

Chiinge How DI Benefits Grow 0>er Hme. The DI pro- 
gram adjusts disabled workers' benefits annually to 
account for increases in the prices of goods and services. 
For those calculations, the program currently uses the 
consumer price index for urban wage earners and clerical 
workers (CPl-W); under this option, the program would 
switch to a different indexing factor — specifically, the 
chained CPI.” Over the next 10 years. CBO estimates, 
the chained CPI is likely to grow more slowly than the 
current CPI-W— on average, 0.25 percentage points per 
year more slowly. If that trend continued, this option 
would effectively reduce the growth of benefits for all DI 
beneficiaries. For example, the benefit of a disabled 
worker under current law might have grown during the 
next 10 years from $1.1 11 per month to $1,344 per 
month, but that same workers benefit under this option 
(that is. indexation using the chained CPI) would grow 
more slowly, from $1,111 per month to $1,312 per 
month. 

In CBO's estimation. DI outlays would fall by about 
$3 billion in 2022 if the chained CPI was us^; in 2037, 
use of that alternative indexing measure would reduce 
outlays for the program by about 2 percent, if lawmakers 
decided to use the chained CPI simultaneously to index 
benefits in the Old-Age and Survivors’ Insurance 


29. For a broader ducuuion of ihc cfTcco of such a switch, ice Con- 
ipcuioiul Bud)(cf Oilkc, Uiiitg it Diffimt Mnutttr vf InfUitoH ftr 
Indfxtitfi Fntfntl rngntm umi the Tax Catte (February 2010). 


program, outlays for those components of Social Security 
would fall by over $20 billion in 2022. If they also 
applied the change in policy to SSI, its outlays would fall 
by nearly $2 billion in 2022. In contrast, if policymakers 
did not require use of the chained CPI for indexing SSI 
benefits, outlays for that program would increase slightly 
in response to the lower benefits that the option would 
provide to DI beneficiaries. 

Change Eligibilit) Rules. The eligibility standards for 
receiving benefits from the DI program could be altered 
in numerous ways. 

Eliminate E/igibUiiy Starting at Age 62. As noted earlier, 
the DI benefits that workers receive at age 62 equal the 
full OASI (retirement) benefit they would have received 
at their full retirement age. a policy that encourages peo- 
ple to apply for DI and OASI benefits simultaneously. 
(Some individuals claim OASI benefits during the five- 
month waiting period that the DI program imposes on 
applicants for benefits. Those individuals' receipt of 
OASI benefits during the wailing period reduces their DI 
and subsequent OASI benefits for the rest of their lives.) 

CBO estimated the budgetary impact of pres’cnting 
worken from applying for DI bcncBts after their 62nd 
binhday or from receiving awards if the date they become 
eligible for benefits is after that birthday. Under such a 
policy, individuals who would have become eligible for 
DI benefits at age 62 or later would instead have to claim 
retirement benefits. Benefits for those men and women 
over their lifetime would be as much as 30 percent lower, 
on average, chan the DI and OASI benefits the)* would 
have claimed. (The aaual reduction in lifetime benefits 
would depend on their year of birth, the age at which 
they claimed retirement benefits, and how long they 
lived.) On the one hand, the option might induce some 
people to work longer than (hey would have worked 
under current law; on the other hand, it might induce 
some people who were planning to work until age 62 or 
63 to leave the labor force at age 61 and apply for DI 
benefits. The option also would deny support to some 
older disabled people who would Itave relied on those 
larger benefits and on the associated Medicare coverage. 

In CBO's estimation, the option would affect about 
500,000 people in 2022 and would reduce DI outlays by 
about $12 billion in 2022 and by about 6 percent in 
2037. However, most of those budgetary savings would 
be oflWt by larger outlays for Social Security retirement 


13 
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benefits as people shifted from the D1 to the OASl pro- 
gram. OASI outlays under this option would rise by over 
$9 billion in 2022. CBO estimates, thereby reducing net 
savings for the Social Security system to about $2 billion. 

Rfquirr Applicants to Have Worked More in Recent Years. 
To be eligible for benefits under the current DI program, 
disabled workers must generally have worked 5 out of the 
past 10 years. CBO estimated the budgetary cfTcasofa 
policy that would tighten that eligibility rule by requiring 
disabled workers to have worked 4 of the past 6 years. 
The lighter policy would reduce the number of workers 
who received DI benefits by 4 percent. CBO estimates, 
and would decrease outlays for the program by S8 billion 
in 2022. Expenditures on the prt^ram in 2037 would be 
alsout 5 percent lower. 

Increase the Age at Which Disability Retjuirements Become 
Leu Restrictive. One set of DI eligibility criteria for people 
who do not have a specific SSA-dcsignaicd medical 
impairment is based on whether an individual can find a 
job within the U.S. economy. The criteria are known as 
vocational factors, and they vary with age, becoming less 
restrictive at ages 45. 50. 55, and 60 than they arc at 
earlier ages.^' For example, according to the current DI 
programs criteria, a woriter who w'as 45 to 49 years old. 
whose “maximum sustained work capacity" was limited 
to sedentary work, who had no experience doing skilled 
work, and who wxs illiterate or unable to communicate in 
English would be considered disabled under the voca- 
tional criteria and awarded benefits if he or she had a 
sufTicient work history. In contrast, his or her younger 
counterparu would not immediately qualify for the DI 
program. 

CBO estimated the budgetary impact of shifting upward 
the age ranges for the vocational factors. The current 
factors for ;^s 45 to 49. 50 to 54, and 55 to 59 would 


30. For the purposes of computing SocuJ Security benefits, j year of 
work is defined as having eamii^ that exceed Social Security's 
"quanere of coverage* thnnhotd. in 2012. a worker receives one- 
quarter of coverage (up to a total of four quarters in the year) for 
cad) S1.130 of aiuiuai earnings. The amount of earnings required 
for a quarter of coverage generally increases annually at the sanK 
rate as the rise in the average wage index. 

31. Recent lescarch shows the large increase in the rate of DI awanls 
at chose jges. See Joyce Manchester and Jae G. Sorq*. *Whac Can 
We Learn from Analyzing Historkal Dau on Social Security 
Entitlcmeiud.* Socioi Sttvrirf BmUttin. vol. 71, na 4 (November 
201 1), pp. 1-13, www.ssa.gpv/p<Jicy/docs/sBh/v7ln4findcx.hnnL 


apply instead to ages 47 to 51. 52 to 56. and 57 to the 
full retirement age. respectively; the current vocational 
f^or for age 60 and the factors for ages 45 to 46 would 
be eliminated. Under such a policy, the number of DI 
recipients would fall by about 50,0(X). or 0.5 percent, in 
2022. Expenditures for the DI program would fall by 
Si billion in that year. CBO estimates, and by 3 percent 
in 2037. By reducing participation in the DI program, 
the option would also reduce participation in Medicare 
(and thus Medicare outlays) but would result in greater 
outlays for SSI and Medicaid. CBO did not estimate the 
effects on outbys for those programs. 

Extend the Hailing Period for Benefits from 5 .Months to 
12 .Month.s. To be deemed eligible for the DI program 
and ultimately to be awarded benefus. applicants must 
have eaminp that fall below a threshold amount— called 
the substantial gainful activity (SGA) amount — for at 
least five months, which constitutes a waiting period 
during which applicants receive no support from the pro- 
gram. For example, suppose a worker becomes disabled 
on January 1 5 and leaves the labor force. The worker 
then applies to the DI program for benefits, and SSA 
awards them to the worker on November 1 of that year. 
The workers digibiliiy date is therefore July I . or five 
months after the onset of disability, which SSA sets as 
February 1 . (Unless the date of disability onset is the first 
day of the month. SSA pushes dates of onset to the first 
day of the next month.) In addition to receiving monthly 
DI benefits from November I onward, the worker abo 
receives retroactive benefits for the period between the 
date of eligibility (July 1) and the awarding of benefits 
(November I). 

Increasing the DI program’s waiting period would reduce 
outlays for benefits and might deter some people from 
applying. At the same time, if the wailing period was 
lengthened, it would make many disabled workers worse 


32. Set Spcial Security Adminuiration. ‘Appendix 2 to Suhpan P of 
Pin 404 — Medical- Vocational Guidclirws.* CmU ifFfJftal Rrpt- 
Usiem (November 201 1). www.»u.Kuv/OP_Hoaic/cfr20/404( 
404-app-p02.htRi. SSA't definirinn of "nuximuni Hotained work 
capiadiy* b related to the kinds of tasks a person cm perform at 
work, and its definition of 'scdcnuiy work* b reJated to the 
amount of sveight a worker can lift or carry and the amount of 
time he or she can Hand. walk, and sit. See Social Security Admin- 
utration. ‘DI 23001.001 Medical-Vocational Quick Reference 
Guide.* TN 6 (03-10) (M^20)2). htip-^/poltcy-ua-gov/poim. 
nif/lnx/0425001001. 
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ofri>ccause (hey would be forced (o wait longer for 
benefus. 

CBO estimated that under a policy in which the waiting 
period for Dl benefits was extended to 12 months. Dl 
outlays would fall by SI I billion in 2022 and by about 
7 percent in 2037. Outlays for the SSI program, however, 
would be higher with that extended waiting period: Peo- 
ples income would be lower until they entered the Dl 
program, and. in CBO's estimation, the increase in SSI 
spending that would result from that lower income 
would offset roughly one-eighth of the Dl programs sav- 
ings. CBO assumed that Dl beneficiaries’ eligibility for 
Medicare under this option would still begin 29 months 
after the onset of disability {the sum of the 5-momh Ini- 
tial waiting period for benefits plus the 24-month waiting 
period for Medicare coverage once a disabled worker was 
awarded benefits), so spending for Medicare under the 
option would probably be little changed. 

Change Certain Administrative Features of the Dl 
Program. SSA could alter the administration of the Dl 
program in a number of ways that might affect the pro- 
gram’s costs. CBO identified two such potential changes: 
modifi'ing certain aspects of the appeals process associ- 
ated with applying to the program and altering how SSA 
reexamines disability cases over time. However, because 
there is little evidence as to the impact such policies 
would have. CBO did not estimate their potential 
budgetary effects. 

Modify dx Afffxaii Process for Disabiiity Claims. The ini- 
tial consideration and disposition of a disabled worker's 
application for benefits from the Dl program are the job 
of the Disability Determination Services (DDS). which 
are agencies funded by SSA and administered by the 
states.^^ If a persons application is denied at the DDS 
level, the applicant can either terminate the application 
process or appeal the decision. Certain appeals may 
be adjudicated before administrative law judgc.s — 
individuals appointed by SSA who conduct hearings at 
about 1 80 offices across the country.^ Those officials arc 
trained at the local hearing office at which they arc 
employed. 


55. For details on the application and appeals process, see Congressio- 
nal Budget Office, "Dl: Ihc Social Security Disability Insurance 
Program* (infographic. July 2012). 

54. Socul Security Administration. Annudl StMiuiftt! Sapplemfni. 
20n. Tidslc 2.FI. 


Researchers have suggested different ways in which SSA 
could improve the administration of the Dl program at 
the hearings level. They include modifi'ing the selection 
criteria for administrative law judges, increasing the 
length of (heir training, and improving the consistency of 
training among localities. Another example of a possible 
change in the program’s administrative procedures 
involves altering the hearing process. Applicants for Dl 
benefits arc permitted Icg^l representation at appeal hear- 
ings, whereas SSA is not. Policymakers could allow SSA 
to be so represented, which in the short term would 
add certain costs for hiring and training but might over 
the long run result in lower spending for the program 
because fiwer people would be .idmitted.*' However, the 
effects that any of those modifications would have on the 
disability determination process are uncertain, and CBO 
has not estimated their budgetary' impact. 

Increase tlx Frequency of Continuing Disabiiity Reviews. 

An option related to recent growth in the Dl program 
involves SSA’s periodic reexamination of cases through 
continuing disability reviews (CDRs). CDRs help the 
agency determine whether disabled workers arc still eligi- 
ble for benefits, and the)’ tend to lower outlays for the 
program because the average reduction in benefits associ- 
ated with a CDR is significantly greater than the average 
cost of a review. The Budget Control Act of 20 11 (Public 
Law 112-25) allows lawmakers to adjust the current lim- 
its on overall federal discretionary spending to permit 
additional appropriations for conducting CDRs. (That 
additional money may also be used to fund CDRs for 
SSI beneficiaries and redeterminations of whether SSI 
recipients still meet the program's nonmcdical eligibility 
criteria — that is, those related to income and assets.)^ 

In its 201 1 cost estimate for the Budget Control Act. 
CBO estimated the cffca on outlays if the Congress 


55. See Auior and Du||:pn. *Thc Growth In (be Social Security 
Dtsahility Rolls: A Fiscal Crisis Unfolding*; and Socul Security 
Advisory Board. Improvinfi the Saridi Steurity AdmiifiitrHti»m 
Hedrmg Prvtta (September 2006). www.ssab.gm7documents/ 
HcaringIVoccss.pdf. and Chaniagtht FumnofSaeidlSefuritys 
Diuhitity Progmnu: The Need for fwtdamentdl ChdHf/e 
(January 2001). www.ssah.guv/Puhlicaiioni^Disabiiity/ 
disabilitywhi(rpap.pdr. 

56. The law allows for similar adjustments to the spending limits for 
additional a|^ropnations for Medicare. Meiiicaid. and the C2iil- 
dten's Health Insurance Program to ensure that enrollees meet (he 
programs' eligibility criteria, that daitm are paid accurately, and 
that (he programs arc managed eflfcctively and efficiently. 
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appropriated the maximum amounts for which such 
adjustments to the spending limits could be made. In 
CBO's estimation, such appropriations would add about 
$4 billion in funding for SSA to CBO's haselinc for the 
coming decade. In addition, if that additional funding 
was appropriated, spending for benefits from the DI pro- 
gram, SSI, Medicare, and Medicaid would fall by nearly 
$12 billion during the 2012-2021 period, and additional 
savings would accrue after 2021.^ CBO has not esti- 
mated the effects of even larger appropriations for such 
purposes or of other changes in the manner in which 
CDRs arc conducted. 

Options to Provide Greater Support to 
Disability- Insurance Beneticiaries 

In light of the importance of DI benefits to the individu- 
als and families who receive them, polic)'makers might 
want to provide greater amounts of support to cenain 
disabled workers. CBO estimated the additional federal 
spending that would result from two options for increas- 
ing such assistance: 

■ Increase benefits for all DI beneficiaries bc)'ond their 
first year of receiving benefits by raising the annual 
cost-of-living adjustment (COLA) by I percentage 
point, and 

■ Eliminate the Rvc-month waiting period for benefits 
for workers who apply for dusability insurance, thereby 
paying benefits to DI recipients from the date of onset 
of their disability. 

Increase the COLA by I Percentage Point 
One way in which lawmakers could provide greater sup- 
port to DI beneficiaries would be to increase the rate at 
which benefits grow over time. One consequence of such 
a change is that disabled workers who became entitled to 
benefits at relatively younger ages would experience more 
years of the enhanced COLA in their benefits than would 
workers who were awarded support when they were older. 

If the COLA was increased by 1 percentage point, CBO 
estimates, total outlays would rise by $16 billion in 2022 
and by 6 percent in 2037. Outlays for related programs 


37. Gmgrcuional Bud|^ Office, letter to the l-lonorable John 

Eloehner ind the Honorable Harr>' RckJ about CBO s analysis of 
ihc itn|>aci nn the dcffcii of the Budget C^niml Aa of 201 i. as 
posted nn the Web site of the House Committee on Rules on 
Auguu I. 201 1 (August 2011), 


would change slightly under such a policy: Spending for 
programs chat used applicants' income and assets to 
determine eligibility for benefits (SSI and Medicaid, for 
example) would be affected because people who received 
higher DI benefits as a result of the larger COLA migltt 
not be eligible for those programs. CBO did not c-stimatc 
the magnitude of those effects. 

Eliminale ihe Five- .Month Waiting Period 
If lawmakers eliminated the DI program's wailing period 
for applicants, a worker would be eligible for DI benefits 
the day he or she was deemed to become disabled or to 
have stopped working because of the onset of disability. 
As under the current program, DI beneficiaries would 
receive a “retroactive" benefit — a lump-sum payment for 
the time between their application to the program and 
their approval for benefits. 

Under a policy that eliminated the waiting period, total 
DI outlays would rise by $8 billion in 2022, CBO esti- 
mates. and by 5 percent of outlays in 2037. A policy that 
eliminated the DI programs wailing period would lead 
to additional Di benefits for disabled workers who would 
have been eligible for SSI and Medicaid, and it would 
therefore reduce outlays (i>r those two programs. In par- 
ticular. the reduction in SSI outlays would oRset nearly 
onc-tenth of the increase in DI spending. 

Possible Approaches to Making 
Fundamental Changes in the Disability- 
Insurance Program 

Changes in the U.S. economy, advances in medicine and 
technology, and the evolution of views about disability 
during the past several decades suggest that the DI pro- 
gram’s model of disability, in which disabled people leave 
the labor force, may be outdated. In particular, those 
recent economic and perceptual shifts suggest that a 
disability insurance system that emphasized workers' 
continuing in their jobs might lead to a higher rate of 
employment among those with disabilities than is now 
the casc.^ 


38. For further discussion, sec Richard V. Burkhauscr and Mary C. 
Daly. TAr Drr/mtjyf Work and Welfrrr of Peofiie with DimMitin; 
iWwr Wrm WrongandaSmtugyftr Change Press. 2011): 
and David H. Autorand Mark G. Ou{;gan. Supporting Work: A 
Proposal for Modernizing the U.S Disahility Ituumnre System 
(Brookinp lasiininon, Hamilton Project. December 2010), 
wv.%v.hrDokii^axlu/]uprts/20 1 0/ 1 2_disability_iruurancc.auiotaspx. 
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The effect of that kind of job-continuation model on the 
DI program's rolls and costs would depend on the struc- 
ture of the changes in policy that established it, and only 
limited evidence is available on the potential impact of 
such changes. Therefore. CBO did not estimate the 
budgetary cfTeas of specific changes of that sort. How- 
ever, the agency reviewed proposals for such fundamental 
reforms to the DI program and summarized the main 
themes among them: moving to a so-called partial dis- 
ability system or. for newly disabled workers, focusing on 
their rehabilitation and reemployment rather than on 
their receipt of benefits. In CBO’s estimation, such 
changes are unlikely to provide significant shon-ierm 
cost savings but could provide long-term savings or 
achieve other goals, such as improving the well-being of 
people with disabilities. 

Tile Capacit) for Work of People with Disabilities 
At the time the DI program was established, in 1956. 
policymakers specified that beneficiaries Ik “unable to 
engage in any substantial gainhil activity." Over the past 
half century, though, the labor market has changed con- 
siderably, shifting away from physically demanding jobs 
with rigid work schedules and toward jobs with a broader 
range of physical requirements and greater flexibility in 
how those jobs can be performed. That changed environ- 
ment suggests there may be more opportunities today for 
disabled people to work. At the same time, views about 
people with disabilities have changed, emphasizing abili- 
ties rather than limitations, capacities over deficits. That 
modern view of disability was codified in 1990 with the 
passage of the Americans with Disabilities Act. The law 
requires that people with disabilities have c’qual access to 
employment (as well as to other activities) and that their 
employers make reasonable accommodations (for the use 
of such equipment as hearing aids and wheelchairs and 
throu^ computer modifications to increase accessibility) 
to suppon their work. 

Nonetheless, over the past 20 years, the employment rate 
among people with disabilities has declined sharply, from 
about 29 percent in calendar year 1 990 to about 1 6 per- 
cent in 20l0.”Thcdrop in employment does not appear 
to be explained by a rising inabilit)' to work at all, nor 
docs it seem to be attributable to the ups and downs of 
the business cycle. Instead, recent research shows that an 
increasing number of DI claims arc coming from younger 
workers with mental or musculoskeletal disorders — 
despite other evidence indicating that those workers have 
the greatest capacity to remain part of the labor force.^ 


Another study, using data on accepted and rejected appli- 
cants with similar conditions, also found that some new 
DI beneficiaries were able to continue working.*' To 
be sure, not all DI beneficiaries can be candidates for 
reemployment. Still, evidence of existing work capacity 
among disabled workers — as well as increased use of 
assistive technologies and workplace accommodations — 
implies that the design of the DI program might contrib- 
ute to the relatively low rate of employment among 
people with disabilities.*^ 

Encouraging Work Among DI Beneficiaries and 
Applicanbi 

One approach that policymakers have already used to try 
to increase employment among current and future DI 
beneficiaries is to provide support for their return to 
work. As currently designed, however, that approach 
does not appear to have had a significant effea. In 1999, 
lawmakers authorized the 'Picket to Work and Work 
Incentives Improvement Act. under which DI beneficia- 
ries may request employment or vocational rehabilitation 
services. 'Tlte act was designed to encourage DI beneficia- 
ries to find jobs and lessen their reliance on the program's 
benefits. In particular, the legislation provided the 
following: 


59. See Employmnii and DiutMliiy Inviiiuic. “U-S. t>i»abili(y 
Siaitnics: Currmi [\iputation Survey' (various years). 
www.diubilitystaiiscks.urg. Fur a discussion of the ccchnkal issues 
related in measuring employment rates among penpic with dis- 
abilities. see Bun S. Barnow. 'The Employment Rate of Broplc 
with Disabilities.* Monthfy Labor RtfieuK vol. 151. no. II 
(November 2008). pp. 44-50. www.Ms.gov/mIr/2008/l 1/ 
conienis.hcm. 

40. Till von Wadiccr, Jae Song, and Joyce Manchester. “Trends in 
limploymcnt and Earnings of Allowed and Rejected Applicants to 
the Social Security Disability Insurance PrDgram.“ Amenraa Eco- 
nomit vtd. 101. no. 7 (Deoember 20)1), pp. 5308-3329. 
www.acaweb.org/ariklcs.php?doi*l0.1257/acr. 101.7.3308. 

4 1 . Nkole Macstas. Kathleen J. Mullen, and Alexander Strand, Doa 
Disability Imumnce Receipt Discourage Work* RAND Working 
Paper WR-853-2 (RAND, March 201 1). www.rand.org/pubs/ 
workir^pspcrs/WR853*2.html. Abo sec Erk French and Jae 
Song. The Fffict Disability Imumncr Receipt on tetbor Snpply. 
Federal Reserve Bank of Otic^ Working Paper 2009-05 (revised 
July 1, 201 1). www.chicagofcd.org/webpagcs/^Htblkaiiims/ 
wiirking_papers/2009/wp_05.cfm. 

42. Sec. for example. “Aswtivc TcchtMilugy. Aocommodaiiurkv, and 
the Amerkans with Duability Aa' (Comell University. (Decem- 
ber 2000), www.tlf.coincll.cdu/rxtcnvion/filcs/download/ 
Assiscivc.Tcch.pdf. 
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■ Grants to support counselors for working 
beneficiaries, 

■ Upgrades to help SSA speed up the processing of 
information about earnings and the results from 
continuing disability reviews, 

■ Expedited reinstatement of disabled workers whose 
Iscnefits were terminated because they returned to 
work but then became unable to work and returned to 
the D1 rolls, 

■ Eased procedures for states to establish income and 
asset standards for working people with disabilities 
and thus share Medicaid costs through premiums or 
other cosi'sharing arrangements, and 

■ Extended Medicare coverage — from about three years 
under the previous rules to nearly eight years under 
the 1 999 legislation — for beneficiaries who returned 
to work. 

Although those provisions reduce some of the potential 
hurdles to DI beneficiaries’ participation in the labor 
market, the employment rates of DI recipients have 
not been measurably affected.** As of April 2012. 

1 3.2 million DI and SSI beneficiaries were eligible for 
employment services through the Ticket to Work pro- 
gram. but only alxiui 290.000 beneficiaries (or about 
2 percent) were receiving them. About 1,000 firms have 
signed up to be “employment networks" to provide ser- 
vices to beneficiaries, and about 900 have successfully 
placed DI beneficiaries in jobs.** 


43. Government Accountability Office, Em^yrntfit for Profit 
with Diutbilitin: Little It Knoum About tite Efftttivmets ^ Eeog- 
menteJoad Overlaffttt^ Proffamt, (•AO>i2't)77 (June 2012). 
www.gao-f!<^v/asteH/600/S92074.pdr. and Social Security Diutbib 
ity: Ticbet to Work Particifation Has Incrtasfd. but Additional Over- 
tiglttHndrd, GAO 11*324 (May 2011), w’ww.gao.gm/pnKlucts/ 
GAO-1 1-324: and Craig Thornton and others. Evaluation of the 
Ttcket to Work Prognm: Atsrument of Pnt'PidloMt Imflementation 
and Early Imfoctt (Mathcrruiica Pblicy Research and Ccuncll Uni- 
versity. May 2007). 

44. For additional information on the Ticket to Work ptt^am 
and the emptiiymcni networks, see Social Security Adminisim* 
lion, “Ticket to Work* Wf«-w.sw.gov/diubilityrcscarch/ 
officfnaiional.him: and David Stapleton and others. Ticket to 
Wsrk at the Oii 0 nMd!t.' A Solid FounsLatien with an Uncertain 
Future (Mathcmatica Pblicy Research and Cornell University. 
ScpcccnhcT 2008). 


The original Ticket to Work legislation asked SSA to 
implement and evaluate a demonstration project that 
would modify reductions in DI benefits for beneficiaries 
who work. SSA is currently evaluating the effects of such 
a program in which annual benefits are reduced by $1 
for every S2 in earnings that exceed the SGA amount.** 
However, it is too early to determine whether those 
modifications will succeed in encouraging more DI bene- 
ficiaries to leave the program’s rolls and return to the 
labor market. 

A growing number of studies suggest that the critical 
obstacle to DI beneficiaries' return to the labor market 
is the substantial amount of time they have often spent 
away from employment, through a combination of look- 
ing for work, completing the DI program's waiting 
period, and receiving DI benefits. Specifically, because DI 
applicants must demonstrate that they arc unable to 
undertake any substantial gainful employment, workers 
who seek support must generally leave any jobs they 
might Ik holding. Once an application is filed, the deter- 
mination process is quite lengthy.*^ During the time a DI 
application is iKing reviewed, the applicant receives no 
income support or medical benefits from the program, 
and the law requires no additional accommodations for 
his or her disability in the workplace. Moreover, the 
program’s limits on earnings discourage applicants from 


45. As under the DI program's usual niles, beneficiaries in the 
trial program arc allowed to earn any amount for os long as 

12 nsnnths (a trial work period of 9 mwitlu plus a grace iktukI 
of 3 irsonihs) and keep all of their benefits. But also under 
those rules, beneficiarin lose 100 percent of their benefits after 
12 months if they earn the SGA or more, whereas in the 
trial program, many beneficiaries can keep a substantial share of 
their benefits. See Social Security Administration. ‘Benefit 
Oflset National Demonstration* (July 2012). www.su.gpv/ 
diubiltiyrcscaKh/ofihcinaiinrul.him. 

46. The average DI applicant who appcab an initially denied applica- 
tion loan administraiisT law judge will wait about 12 months 
for the case to be decided, although that is significantly faster than 
the lime required for such judgnKnis a few years agp. Sec Con- 
gressional Budget Office. *DI: The Social Security Dis^ility 
Imurance frogram* (infngraphk): Social Security Administration. 
The Social Security Adminittrations (SSA) Performance and 
Accountability Pcfon (PAR) for Fiscal Year (FY) 201! (February 
2012), www.socialsecurity.gov/finanee: and David Aulor and 
others, Ooet Delay Cause Decay) The FJfoet of Administrative 
Decision Time on the Labor Force Particifation and Eaminp of 
Diutbility Afflicantt, University of Michigan Rcriicment 
Research Center Working Paper 201 1-258 (September 2011). 
wH-w.mrre.ivr.um ich.edu/ publicaiions/papcr\/]Kll/w)i2 58. pdf 
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continuing to work even on a trial basis because doing so 
could jeopardize their Dl application. Research has 
shown that returning to work is difficult for rejected Dl 
applicants, and the time they spend out of the workforce 
(perhaps as much as two years while they seek Isenefiis) 
generally makes it harder. For people who arc eventually 
awarded Dl beneHts, concerns about maintaining that 
support and finding employment after a long absence 
from the workforce may keep many from reentering the 
labor market.*’ 

Strategies for Reducing the Number of People Who 
Leave the Workforce and Become Dl Benenciaries 
The limited success of programs designed to increase the 
rate at which Dl bcncHciarics and applicants return to 
work has spurred proposals aimed at supporting employ- 
ment for people with disabilities before they quit their 
job to begin the application process. Ideally, such propos- 
als can enable people with disabilities to remain in the 
workforce and can thereby .slow the movement of .such 
people onto the Dl roils. In the face of fiscal challenges 
that arc similar to those confronting the United States, 
several other nations have implemented some of those 
types of changes. 

Moving to a Partial Disability System. One way to 
encourage workers with disabilities to participate in the 
labor market is to move to a partial disability system of 
the kind used by the Department of Veterans Affairs and 
by many workers' compensation systems. Partial disabil- 
ity systems generally use a predetermined schedule to 
calculate a "percent disabled” rating for each individual; 
those percentages then determine the amount of the pay- 
ments a person will receive. Such a s)'s[cm avoids the 
cithcr/or threshold currently employed in the Dl pro- 
gram in which employment and disability are considered 
incompatible. A partial disability system explicitly recog- 
nizes that workers with a disability that restricts their 
activity by, say, 30 percent or 50 percent have some 
remaining capacity to work. 

If the Dl program shifted to such a system, the number 
of people in the program would probably increase 
because the system would encourage people with less- 
severe disabilities to apply and qualify for benefits. 
Because current beneficiaries would not face reduced 


47. Macstas. Mullen, and Strand. Doe$ Oitabiliiy ImnniiKe Rreeipt 
Diicountge Work* 


benefits and newly qualified individuals who arc partially 
disabled would also revive benefits. ouila)'S would rise in 
the short run. However, the net budgetary effects in the 
long run arc difficult to estimate because they would 
depend critically on the definitions used to assess partial 
disability, on the amount of benefits provided for those 
who were so identified, and on the responses of workers 
and firms. 

In practice, panial disability systems have been difficult 
to design and carry out consistently. Problems of imple- 
mentation include, first, how to agree on a predetermined 
schedule of disabling conditions when the demands of a 
job and the severity of health impairments may change 
over time and, second, how to use the schedule to assess 
different individuals in a comparable way.** The difficulty 
of managing partial disability systems combined with 
rising costs — stemming from increased administrative 
expenditures and lost earnings among those with partial 
disabilities — has led several European nations (for exam- 
ple, the Netherlands, Norway, and Switzcrliind) to move 
away from partial disability insurance and toward 
approaches that directly involve employers in helping 
individuals with disabilities remain in the labor market.*** 

Involving Employers in .Supporting Workers with 
DisnbiliUes. F.mplo)ers are not allowed to discriminate 
against people with disabilities and arc required by law 
to make reasonable accommodations for them in the 
workplace. In most cases, employers have some financial 
incentive (such as the costs of replacement workers, 
retraining, and workers' compensation) to actively partic- 
ipate in keeping workers with disabilities on the job. 
However, because the Dl program is funded through a 
flat-rate payroll tax on cmploy'crs and employees, employ- 
ers do not bear the costs associated with a disabled worker 


48. The liwiiutc of Medicines Commtiiec on Mcdkd Evjluaiion of 
Veterans for Duahtliiy Oinipciualion hi}thiig|>icd some of ihcnc 
challenges in a review of the Department of Veierans Affairs' dis- 
ability system. See Michael McGcary and others, cds.. A 2lu 
(JeHfusy SyUrm for kavluating Vetemm for Duabihty Brnffitt 
(Naiianal Academies Press. 2007). www.H)m.edu/Reports/2007/ 
A-2lsi-(xrniury-Sysicm-for-F.valuaiing-Vcicrans-for-Disability- 
Benerits.aspx. 

49. Sec Organisation for Economic Co-operation and Ocvrlopmcni, 
New Vbjn OfAxUmsiitg Bortiai Vbrk Cupatity: OECD Thematu 
Rtx’irw OH Sieknets. DiutbUitp ond Work tana Paper and Progrett 
Report (OECD. April 2007). www,occd.org/datanCT;d/6/6/ 
38509814.pdf. 
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who scops working and becomes a beneficiary in the DI 
pre^ram. 

In recent years, the policies of a number of European 
countries have changed to transfer more of the cost of 
providing disability bcncRis to employers. One way that 
has been done is by making employers responsible for 
paying benefits for a fixed amount of time, ‘fhosc periods 
vary from as much as two years in the Netherlands to just 
six months in the United Kingdom, but like workers' 
compensation in the United States, the programs arc 
meant to encourage employers to accommodate workers 
with disabilities and provide rehabilitation services in lieu 
of moving such workers to a system of long-term cash 
benefits.^ Among the countries that have adopted the 
employer-involvement model, strategies arc being devel- 
oped to assist employers in managing their w'orkers with 
disabilities.^’ One challenge with such an appnuch is 
determining the time horizon over which a firm is 
responsible for an ex -employee who enters the DI 
program. 

Lawmakers in the United States could consider similar 
changes. Firms could be required to provide the first, say, 
two years of disability insurance, in which firms covered 
some ponion of a workers earnings before he or she was 
awarded DI benefits. Private-market provision of such 
short-term disability insurance— simitar to arrangements 
in some European nations — might des'elop in that envi- 
ronment.^ As an alternative to requiring firms to provide 
insurance, employers who did so, and whose private 


50. For a discussion of the differences between the programs of other 
count rks. see OrganLsaiion inr Economic Co-operation and 
Development, jircihtfts. Diubitay, ttnJWtrft: Bmkingtht Barrien: 
A Synthesis afFindinp Across OECD Cmtnmes, (OECD. Novem- 
ber 2010). htip;//dx.doi.org/)0.l787f97892640S8856-cn. 

51. See also the varioiu OECD puhiications that make up the OECD 
series Sickness, Disability and Work at www.occd.org/eIs/disabUity. 


insurance agents cooperated with SSA in managing their 
cases, could be granted a reduction in DI tax rates. Firms 
that did not offer private insurance could be charged a 
higher DI tax rate, an approach that Switzerland has 
adopted.'* 

Another way in which European nations have encouraged 
employers to accommodate workers with disabilities 
rather than move them to cash benefit programs is by 
applying “experience rating” to the contributions 
employers make for disability benefits. In the context of 
the DI program, experience rating would mean raising 
the DI payroll taxes of firms whose workers became bene- 
ficiaries of the DI program at above-average rates or 
lowering the payroll taxes of firms whose workers claimed 
benefits at bclosv-avcragc rates. Experience rating pro- 
vides a financial incentive for employers to engage in 
practices that promote continued work by people with 
disabilities.'^ The Netherlands and Finland use such a 
strategy, as do workers’ compensation programs and the 
unemployment insurance program in the United States." 

One criticism of experience rating is that it could push 
employers away from hiring people with disabilities, 
potentially increasing growth in the number of beneficia- 
ries In the DI program. That t)'pe of behavior is illegal 
and would come with significant costs if it was discov- 
ered. Uncovering and prosecuting such behavior, 
however, might be difficult. 


52. For detaik of such a |>ropuul, see Auiof and Dug^n. Supponitt^ 
VM: A Proposal for ModerHiting the U.S. Disability Imwance 
Syaem. 

53. Ibid. For further dtscussioii, see Burkhauscr and Daly. The Deelin- 
ing XFork and Welfotv of People mth Disabilities. 

54. Ibid. 

55. Organisation for Economic Co-operation and Development. Sick~ 
ness. Disabitity and Work: Breaking the Barriers. 
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Chairman JOHNSON. Thank you all for being here today. We 
are going to conclude the testimony because we are on a short fuse 
on the floor, and I want to thank all of you for insightful com- 
ments. Thank you so much, and thank our members for partici- 
pating today. 

I think you are all committed, as I am, to securing the future of 
our disability program. We have got to fix it. That is just one more 
program we have to fix in this government. 

With that, the subcommittee stands adjourned. Thank you all for 
being here. 

[^A^ereupon, at 11:00 a.m., the subcommittee was adjourned.] 

[Questions for the Record follow:] 
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Enclosure 1 

1. GAO’S report concludes that assistive devices and workplace accommodations can 
play a critical role In an individual’s ability to function in the work environment. Tell 
us more about your conclusions and how they might affect the determination process 
for disability benefits? 

That assistive devices and workplace accommodations can play a critical role in an 
individual's ability to function in the work environment is widely accepted and consistent with 
a modern concept of disability. According to the Institute of Medicine, during the past 50 
years, conceptual models of disability have evolved to conceive of disability as an outcome 
of the interaction between specific individuals with health conditions and the environments in 
which they find themselves. The ability to work, for example, results from the interaction of 
individuals' impairments, functional limitations resulting from the impairments, assistive 
technologies to which they may have access, and attitudinal and other personal 
characteristics (such as age. education, skills, and work history) with the physical and 
mental requirements of potential Jobs, accessibility of transportation, attitudes of family 
members and coworkers, and willingness of an employer to make accommodations. This 
perspective — that disability is the interaction of health conditions and contextual factors, 
such as products and technology, attitudes, and services, on an individual's functional 
capacity, rather than solely a medical or biological issue — is also reflected in the 
International Classification of Functioning, Disability and Health (ICF) framework adopted by 
the World Health Organization (WHO).' 

The Social Security Administration’s (SSA) current disability determination process 
considers assistive devices to a limited extent and does not consider workplace 
accommodations at all: 

• We reported that assistive devices are incorporated into SSA’s medical listings (used 
as criteria at step 3 of its decisionmaking process) once these devices become 
standard in the medical community — a threshold that SSA officials described as 
generally involving some combination of availability, accessibility, and insurance 
coverage. Further. SSA officials told us that, at steps 4 and 5 of the decisionmaking 
process, adjudicators will look at the level of function a claimant has after following 
medical advice (such as after using medically prescribed assistive devices). 

However. SSA officials also told us they currently do not have an easy way to 
evaluate when or the extent to which people in wheelchairs or using other assistive 
devices or accommodations are allowed benefits, because this information is not 
captured in electronic form. 

• Regarding workplace accommodations specifically. SSA officials said their policy is 
to not consider them in the disability determination process for several reasons: (1) 
the inability to ensure that workplace accommodations are provided by employers, 

(2) the inability to assess the effectiveness of workplace accommodations for 
claimants, (3) expanding the scope of individualized assessments would exacerbate 
resource constraints, and (4) data on the availability and use of workplace 
accommodations are lacking. 


'The ICF is the WHO's framework for measuring health and disability at both individual and 
population levels. The ICF was officially endorsed by all WHO Member States in the Fifty-fourth 
World Health Assembly on 22 May 2001 . 
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Opportunities may exist for SSA to further consider the implications of assistive devices and 
workplace accommodations in the disability decisionmaking process. For example: 

• SSA is sponsoring longer term research through the National Institutes of Health 
(NIH) to develop an automated tool that would allow SSA adjudicators to quickly, 
consistently, and comprehensively assess the effects of a medical condition on a 
claimant’s functional abilities and work capacity. According to NIH researchers, they 
plan to consider the use of common personal assistive devices, such as wheelchairs, 
in developing the tool. 

• The occupational information system (OIS) currently being developed by SSA may 
provide an opportunity to collect information on workplace accommodations and 
incorporate it into the disability determination process, and experts we spoke with 
agreed that information on workplace accommodations would be immensely useful 
to include in the OIS. Given the lack of information on the availability of workplace 
accommodations and challenges associated with incorporating this information into 
its decisionmaking process, we recommended that SSA conduct limited, focused 
studies on the availability of assistive devices and workplace accommodations and 
the effects of considering them more fully in its disability determinations. 

2. What specific changes do you believe need to occur in the Disability Insurance (Dl) 
program for it to catch up with woridviews on disabiiity? 

Our report outlined actions SSA has taken or should take to remedy out-of-date medical 
listings and occupational information that SSA systematically relies on in its decisionmaking 
process. These actions are critical for ensuring that SSA's decisionmaking process is 
consistent with current medicine, technology, and demands of today's work economy. 

Beyond updating criteria, we also identified initial steps SSA has taken toward incorporating 
a more modem concept of disability in its disability determination process, although many of 
these efforts are ongoing and more work remains. For example, we found that SSA has 
been incorporating more functional assessment into recent revisions of the medical listings, 
and plans to continue such efforts. Further. SSA has had an interagency agreement with the 
NIH since 2008 that has resulted in research to help SSA further modernize the Dl program. 
As described above, the automated tool NIH is developing would allow SSA adjudicators to 
assess the effects of a medical condition on a claimant's functional abilities and work 
capacity. This tool is still under development. SSA officials said that, while they have not yet 
determined when or how the tool will be integrated into the disability determination process, 
they expect to pilot the functional assessment tool after all relevant testing and validation is 
completed, which will likely be by 2016. NIH also reviewed SSA medical listings and key 
forms used in the disability application and determination processes. They found a lack of 
information on the influence of health conditions and impairment on human functioning in 
nearly one-half of 14 body systems and major gaps in how well forms capture information on 
claimant functional activity. NIH concluded that these gaps need to be addressed in order to 
characterize individual functioning more comprehensively in relationship to the demands of 
the workplace. SSA indicated it intends to make related improvements to its process and 
has asked the Institute of Medicine to plan an international symposium focused on how best 
to use and assess function in the disability determination process. SSA also plans to issue a 
Federal Notice of Solicitation of Collaboration from federal agencies in developing a 
standard for coding functional capacity in federal disability programs. 

Although these steps are promising. SSA has not fully incorporated consideration of 
assistive devices and workplace accommodations in its assessment of disability. We noted 
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in our report that, while giving broad consideration of assistive devices and workplace 
accommodations may be difficult to incorporate into the current disability criteria and 
process, some opportunities exist for SSA to move further in this direction. For example, in 
the process of developing its new occupational information system, SSA may be able to 
collect some limited information on workplace accommodations, such as whether a worker 
in a particular occupation would have the option to sit or stand while working. In addition. 
SSA could collect information on workplace accommodations through Its new Disability 
Research Consortium. As noted above, to help ensure that SSA's disability decisions are as 
equitable and consistent with modern views of disability as possible, we recommended that 
SSA conduct limited, focused studies on the feasibility of more fully considering assistive 
devices and workplace accommodations in its disability determinations. By conducting 
studies on this issue, SSA would be in a better position to thoughtfully weigh the costs and 
benefits of these various policy options before deciding on an appropriate course of action. 

3. The Administration has asked Congress to reauthorize for five years the section 
234 demonstration authority for Dl, which allows for the use of trust fund monies to 
conduct various demonstration projects and would broaden that authority to test 
alternative methods of treating work activity by Dl beneficiaries. Does the SSA have 
the management controls to ensure that such demonstration projects yield reliable 
information for making policy decisions? How can the SSA be held accountable for 
successful performance moving forward? 

We answered a similar question following a September 23, 2011, hearing before the 
Committee on Ways and Means, Subcommittees on Social Security and Human Resources, 
on Work Incentives in Social Security Disability Programs. We have attached the response 
tor your reference (see enclosure 2). 

Although GAO has not conducted the additional work necessary to provide a more up-to- 
date answer to this question, in 2004, we suggested some actions that Congress may 
consider taking to facilitate close congressional oversight and provide greater assurance 
that SSA will make effective use of its Dl demonstration authority,* As Congress considers 
the Administration’s request to reauthorize the section 234 demonstration authority, it may 
wish to consider our previously suggested actions: 

• Continue to provide Dl demonstration authority to SSA on a temporary basis but 
allow SSA to complete all projects that have been initiated prior to expiration of this 
authority. This would provide SSA with greater certainty and stability in its efforts to 
plan and conduct demonstration projects while preserving the Congress' ability to 
periodically reassess and reconsider SSA's overall use of Dl demonstration 
authority. 

• Require that SSA periodically provide a comprehensive report to the Congress 
summarizing the results and policy implications of all of its Dl demonstration projects. 
Such reports could serve as a basis for the Congress' assessment of SSA's use of 
its demonstration authority and its consideration of whether this authority should be 
renewed. 

• Establish reporting requirements that more clearly specify what SSA is expected to 
communicate to the Congress in its annual reports on Dl demonstrations. Among 


*GAO. Social Security Disability: Improved Processes for Planning and Conducting Demonstrations 
May Help SSA More Effectively Use Us Demonstration Authority, GAO-05-19 (Washington, D C.: 
Nov. 4. 2004). 
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such requirements could be a description of all SSA projects that the SSA 
Commissioner is considering conducting or is conducting some preliminary work on. 
For each demonstration project that the agency is planning or conducting, SSA 
should provide clear information on the projects' specific objectives, potential costs, 
key milestone dates (e g., actual or expected dates for RFP, award of contracts or 
grants, start of project operations, completion of operations, completion of analysis, 
and final report), potential obstacles to project completion, and the types of policy 
alternatives that SSA might consider pursuing depending on the results of the 
demonstration. This would provide the Congress with a more complete 
understanding of the direction and progress of SSA in its efforts to fulfill its Dl 
demonstration requirements. 

• More clearly specify the methodological and evaluation requirements for Dl 
demonstrations to better ensure that such projects are designed in the most rigorous 
manner possible and that their results are useful for answering specific policy 
questions and for making, where appropriate, well-supported policy 
recommendations. Such requirements should not be entirely prescriptive given the 
need for SSA to have sufficient flexibility for choosing the right methodological 
approach based on the specific circumstances and objectives of a particular 
demonstration project. However, the requirements could call for SSA to choose, to 
the extent practical and feasible, the most rigorous methods possible in conducting 
these demonstrations. Whatever methods are ultimately selected. SSA should be 
sure that the methods used will allow for a reliable assessment of the potential effect 
on the Dl program of the individual policy alternatives being studied. Finally. SSA’s 
statutory requirements could be revised to include a more explicit list of project 
objectives — such as assessments of specific employment outcomes, costs and 
benefits, and Trust Fund savings — similar to the language that was included under 
Sections 302(b)(1) and (b)(2) of the Ticket to Work and Work Incentives 
Improvement Act. 
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Enclosure 2 

In 1980 Congress provided the Social Security Administration (SSA) temporary 
authority to conduct demonstration projects to test the impact of waiving program 
rules. This authority was extended multiple times and expired in December 2005. The 
Government Accountability Office (GAO) has released two reports, one in 2004 and 
the other in 2008, criticizing the agency for its administration of demonstration 
projects. The President’s FY 2012 budget request included a legislative proposal 
reauthorizing this authority for five years and requiring SSA to test a Work Incentives 
Simplification Proposal. 

Would you further explain GAO’s previous findings for us and tell us whether the 
agency has addressed GAO's concerns? 

In September 2008, we reported that SSA had initiated 14 demonstration projects under its 
authority to test possible Dl and SSI policy and program changes.^ At that time, we found 
SSA had spent about $155 million on its projects, yet these projects had yielded limited 
information on the impacts of the program and policy changes they were testing. We also 
reported that while SSA had taken steps to improve its projects, in part, by applying more 
rigorous methodologies and contracting with external experts. SSA continued to lack certain 
management controls, such as written procedures for its project officers to follow as they 
design, implement, and evaluate its demonstration projects, nor had they fully implemented 
our recommendations from 2004. We also found that several projects had experienced 
delays and cancellations, partly because newly appointed officials made significant changes 
to some projects or determined that because others faced significant limitations or potential 
challenges it was not in the agency's interest to continue them. Because government 
operating conditions continually change, we noted that agencies should have mechanisms 
in place to identify and address any special risks arising from such changes, especially 
those caused by hiring new personnel to occupy key positions in the agency,'* While we 
acknowledged that certain management actions may have been reasonable, we were 
concerned that SSA's lack of written policies and procedures governing how such steps 
should be taken left current and future projects vulnerable to disruption. 

To improve SSA's management of its demonstration projects, we recommended that the 
Commissioner of Social Security establish written policies, procedures, and mechanisms for 
managing and operating its demonstration projects that are consistent with standard 
research practices and Internal control standards In the federal government, including those 
for coordinating with internal and external stakeholders and sharing information with 
Congress. In response, SSA noted existing processes and written procedures for managing 
and reviewing its programs, including the demonstration project program, and generally 
agreed with the need to develop a guidebook to assist staff in the design, implementation, 
and evaluation phases of demonstration projects and the value of piloting demonstration 
projects before proceeding with full implementation. In May 2011, SSA provided GAO with a 
copy of its revised "Demonstration Project Guidebook,” which outlines the agency's policies, 
procedures, and mechanisms for managing and operating Its demonstrations projects. GAO 
determined that it was consistent with research practices and GAO standards and that the 


^GAO. Social Security Disability. Management Controls Needed to Strengthen Demonstration 
Projects. GAO-08-1053 (Washington, D C.: Sept. 26. 2008). 

*GAO. Standards for Internal Control in the Federal Government. GAO-AIMD-00-21 .3.1 ., 
(Washington, D C.: Nov. 1999). 
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guidebook addressed our recommendation regarding coordinating with internal and external 
stakeholders. While SSA has implemented the management controls we recommended, it is 
vital that the agency continue to monitor the management of these projects to ensure the 
quality of their performance, and that potential problems are promptly resolved. Without 
such monitoring, future projects may not yield reliable information similar to some projects in 
the past. 
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MATHEMATICA 
Policy Research 

Committee on Ways and Means 
Subcommittee on Social Security 
Responses to Questions for the Record 

David C. Stapleton 

I. You refer to the Government Accountabillt)’ Officers (GAO’s) findings regarding disability 
program fragmentation where Federal and State programs often overlap and have 
misaligned incentives and conflicting objectives. In other papers you have written, you 
propose that tight resources can be better coordinated by gi\ing block grants to the 
States and asking them to manage some elements of the disability program. It appears 
that you are saying that the States can provide better supports, more cfBciendy, to 
individuals who become disabled. Do you still support this idea and if so, how could it be 
done? 

Summaiy’ 

The proposal you refer to suggested a comprehensive restructuring of the support system for 
working-age people with disabilities — not just Social Securin' Disabilin' Insurance, but the entire 
maze of Federal and State programs sening this population. Under the proposed restructuring. 
States or other local entities would take on more responsibility for delivering support, but this docs 
not necessarily imply block grants to the States. We think the proposed plan has many merits and 
desencs careful consideration, but our immediate purpose for developing and releasing it was to 
stimulate discussion of how to comprehensively address the issues this committee and others have 
raised. ITiat discussion needs to start immediately. Congress, researchers, and adv<Kates need to 
Ux)k hard at the current situation and the full range of changes we could make to help people with 
disabilities achieve their potential and reduce growth in expenditures for their support. That 
discussion can identif)* changes that are likely to gamer broad enough support from taxpayers and 
the disabilit)' communin’ to offer a chance of real change. 

The immediate goal for (Congress should be to stimulate more serious consideration and testing of 
bold restmeturing of the nation’s disability policies and programs. There are important reasons — 
both logical and empirical — to think that such chanj^s could help working-age people with 
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disabilities lead more fulfilling and productive lives while slowing growth in public expenditures for 
their support. But fragmentation in responsibilities for current policies and programs is such that we 
fail to seriously consider, develop, and test what appear to be the best options for reform — options 
that cut across a^ncies and levels of government. If Omgress d<KS nothing today, in 10 years the 
problems of p<x)r economic outcomes for working-age people with disabilities, high public 
expenditures, and not enough evidence to restructure disabilit\' programs resptmsibly uill persist. 
Disabilit)' policy reform is imperative, but it cannot go forward unless legislation creates an 
infrastnicture for developing the needed evidence base. 

In the remainder of my respemse, I offer concrete details and ideas to achieve this goal. Reasonable 
people may disagree about the details, but that does not detract from the fundamental point: 
legislation is needed to jump-stan the process of improving disability policy for working-age 
Americans. 

Detailed Response 

The approach to dLsabilit)^ policy that David Mann and I have written about encompasses a set of 
options that is broader than bitKk grants to States. I'undamentally. it recognises that an efficient 
system must be able to tailor supports to the widely hctert)geneous characteristics and circumstances 
of people with disabilities. To achieve that end, it integrates cligibilit)' determinations and support 
deliver)' into a local system led by an emit)' — a “Disabilit)- Supptm Administrator,” or DSA — held 
accountable for outcomes, including costs. 

DSAs would have responsibilit)' for administering all benefits for well-defined populations of people 
with disabilities, with financing via h'cxleral and State grants rather than open-ended entitlements. 
Tile DSA could be a State, a kKalit)', a private entit)', or a coalition of entities. The managing entity 
could vary by State or even by locality*. DSAs would have responsibility' for assessing the capabilities 
of an applicant and designing and delivering suppons tailored to the individual’s impairment and 
circumstances. They w'ould also oversee outreach to the target population, employers, and the 
general public. 

To hold DSAs accountable, the I'cderal Government would establish national eligibility' criteria, 
adjudicate appeals, monitor and repon key outcomes, and encourage continual program innovation. 
It would also implement an important system to obtain continuous and timely feedback from the 
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tar^'t population, perhaps facilitated by local consumer advisor)' boards under the umbrella of a 
national board. 

With a'gard to your question on blcKk grants, some States might perform well as DSAs under bl<Kk 
grants, but there arc many reasons to think that not all would. Some of those reasons stem from 
what has happened under welfare reform, particularly since the recent accession. We are especially 
concerned that, over time, DS.\s* funding or management would become inadequate because of 
competing priorities. These concerns could be addressed through strong bederal oversight, but 
establishing effective oversight will be a significant challenge. 

Our approach has clear advantages, but it has not been tested, and we would risk great harm to the 
tarj^'t population, as well as to I'ederal and State budgets, should we move forward without 
appropriate tests to produce the evidence needed for decision making. Current law docs not support 
or even allow such tests. Congress would need to pass legislation to facilitate demonstration of this 
model. Appropriate legislation could lead to many tests, including tests of designs that we have not 
yet imagined. Some of them — perhaps most — will not produce the desired results. But a few very 
likely will succeed, and these could become the basis for national reform. 

It is imponant for (Congress to recognize the economic, institutional, and political challenges that 
must be addressed to successfully integrate programs and re-align incentives. These challenges 
extend well beyond the jurisdiction of your subcomminee and arc likely to include the following: 

• Oeveioping a financing and deliver)* structun: that encourages, rather than discourages, 
multiple I'cderal and State agencies to serx'c a common population, pursuing common 
objectives, cooperatively. 

• Protecting this financing and deliver)* structure from the N-icissitudes of the economy and the 
political process. 

• (Seating a conceptual definition for eligibilit)*, other than long-term inabilit)* to w'ork. 

• Defining system objectives and explaining what economic success for the taiget population 
means. 

• (>\’crhauling the process for determining eligibilit)' and the suppons to be provided — 
considering work potential first and integrating the eligibilit)* prcKcss with the scrv'ice 
deliver)’ process. 
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• Increasing suppons rhat arc rarely used ttxlay (for example, partial benefits) and decreasing 
use of cash and health benefits alone. 

• Integrating with health benefits under the Affordable Care Act (ACA). 

• Using Social Security and Medicare Trust f und revenues for a purpose that is not envisioned 
in current law: to help workers succeed in the labor force rather than enter these programs. 

• .According greater responsibilities to State agencies and the private sector, with stronger 
oversight from the I’ederal (»ovemment to protect beneficiaries and limit expenditure 
growth. 

• Developing protections for those accustomed to relying on the current support system. 

(Congress needs to weigh the difficulties of policy options that would address all or many of these 
challenges against each option’s potential merits. Pilot demonstrations are needed to assess the 
system’s merits and develop information to address the various challenges under a national program, 
iixhibit 1 illustrates a DSA demonstration for a restruciumd system that could not be implemented 
without overcoming these challenges, but that also appears to have many merits. In this example, 
the pilot DS.\ is a State agency, but private organizations, county or municipal governments, or 
public-private partnerships, perhaps with a private disabilit)’ or workers’ compensation insurer 
playing a role, could also lead variants of this model. 

At a minimum, implementation of the pilot DS.A described in Hxhibit 1 would recjuirc collaboration 
between the State’s Disability Determination Scr\'icc (DDS), vocational rehabilitation (\’R) agency, 
Medicaid agency, and mental health agency. It would also be desirable to involve the State’s 
workforce dcv'clopmcnt, workers’ compensation, family assistance, housing, food assistance, and 
other agencies serving some working-age people with disabilities, along with relevant local agencies 
in the demonstration areas. The pilot envisions a financing system in which funds to support the 
target population arc rerouted from multiple h’ederal and State sources, including the SSDl and 
Medicare Trust Funds. 

The design for this pilot has many attractive features (listed below) that, while untested, seem likely 
to substantially improv'c the economic status of the target population and lessen the growth in 
expenditures for their support, with low risk to both the well-being of the target population and 
government expenditures. A pilot test of w'hether such outcomes could be achieved seems 
worthwhile, despite issues to be overcome to implement a national program. .A well-designed pilot 
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test, or series of tests, would also provide information about how best to address implementation 
challenges. 

Attractive features of this pilot include: 

• It integrates financing and aligns incentives for achieving greater economic success for the 
target population at lower cost to the government. The structure encourages collaboration 
between the public entiiies involved, and between these entities and the private sector. 

• It fiilly protects current beneficiaries and could potentially be expanded to support their 
retum-to-work efforts. 

• It continues to make Social Security Disabilit\‘ (SSD) and Supplemental Securit)’ Income 
(SSI) available for those who qualiri' under current rules, if they are not satislied with 
alternatives DSAs offer. 

• It is structured in a manner that will not increase growth in I'cdcral or State program costs in 
the short term and yields lower growth in the long term, as success builds. If State agencies 
simply continue to do what they do now and do not take advantage of the new structure, 
costs and outcomes for individuals would not change. 

• It ensures that DSAs have funding and performance incentives to help the target population 
achieve greater economic success. 

• It achieves efficiency in disabilit)’ determinations by (1) consolidating initial rcsponsibilit)' at 
the State level; (2) eliminating the Social Securin' .\dministration"s (SS.Vs) costly and time- 
consuming renews of DDS allowances (pre -effectuation rc\ncws); and (3) reducing appeals 
to the Office of Hearings and Appeals. 

• It encourages DSAs to make decisions quickly, because applicants awaiting a decision, rather 
than making progress toward greater economic success or receiving SSD/SSl benefits, will 
impact performance measures negatively. Simpliri'ing initial eligibilin' criteria and eliminating 
pre-effectuation reviews will accelerate deliver)' of supptms and allow DS.\s to allocate a 
greater share of resources to supports. 

• As success is achieved, the pilot can be scaled up and potentially expanded to help those 
already receiving SSD or SSI benefits. 


I am not recommending legislation that would require developing and implementing this specific 
pilot. My recommendation is broader: to pass legislation that encourages funher consideration, 
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development, and testing of major structural changes to the disabilin* support system. Right now, 
that dcN elopment process is stymied by the challenges described above, and Congress needs to 
create an infrastructure that would support development and testing of chanj^‘S. 


Exhibit 1. Outline for a Disability Support Integration Pilot 


Target Population 

• Working-age people with significant long-term medical conditions or impairments who are not yet 
receiving SSD or SSI benefits. SSD includes disabled workers as well as disabled adult children 
and disabled widow(cr)s. 

Objective 

• Improve the economic well-being of the target population and reduce enin' into SSD and SSI. 

IxKadon 

• Initially, perhaps a single count)* or municipabt)* in a State, expanded to others as knowledge is 
gained. It will be critical to test the approach in multiple local environments. 

1‘inancing 

• Significant Tedcral funds would have to be allocated to the pilot demonstration, with matching 
funds provided by the State. Tlie annual funding lc\’el should be determined by rules designed to 
reflect how current federal and State funds would be reallocated under a national program. The 
pilot offers an opportunit)’ to develop and test these rules. (Congress could appropriate funds for 
the pilot demonstration without actually rerouting the funds from their anticipated sources, funds 
to support development and evaluation of the pilot would also be nccessaty* — potentially from the 
research budgets of the relevant agencies or from a separate appropriation. 

• SSA funding would initially equal projected benefits to new SSD and SSI awardees from the 
count)’ or counties over a multi-year period, plus a commensurate amount for DDS sen’ices. Over 
time, the SSA funding would be ratcheted down toward a target that is less than the projected 
benefit payments to new awardees (e.g., 95 percent). 

• funding from the Centers for Medicare & Medicaid Scr\'ices would be based on projected 
Medicare and federal Medicaid expenditures for the target population. 'ITiose in the target 
population who do not enter SSD or SSI would have basic health insurance under the .\CA rules 
(potentially subsidized), unless the State obtains a suitable waiver for the pilot. A reinsurance 
mechanism would be needed so that DS.\ operations — and hence the entire target population — 
are not at risk from a few extraordinarily high cost cases. 

• l-ederal \’R funding for the target population would similarly be commensurate with current 
funding. 

• To the extent that services currently delivered to the target population by other federally funded 
programs bec*>me the responsibilitv' of the DSA, federal funding for the pilot should include an 
amount commensurate with the current level of suppon. 

• The State’s contribution to the pilot would be commensurate with current State support for the 
target population (for Medicaid, VR, SSI State supplements, and mental health scr\ices at a 
minimum). 

Serv ice System 

• The State would create a DSA, incorporating all of the agencies listed earlier and potentially other 
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public or private entities. 

• The mission of the DSA would be to improve the target population’s economic and social well- 
being, within its budget. Toward that end, it would engage in significant community' outreach, 
including outreach to employers, workers’ compensation insurers, and private disabilit)’ 
management insurers. 

• People in the target population (hence not in SSD or SSI) already ser\xd by the State would 
automatically become the responsibilin* of the DS.\. Others could apply for support through a 
unified eligibilin,' prtKess. 

• People in the target population could apply for SSI) or SSI at any time, just as now, but they 
would apply to the DS.\, instead of to an SSA field office. SS.\’s central office would be required 
to quickly determine nonmedical eligibilin’ for SSD and the potential SSD benefit amount. 
Detennination of non-medical eligibility for SSI, and the SSI benefit amount, would be the 
responsibility of the DSA. The DS.\ could make an allowance, not subject to SSA review. All 
SSD, SSI, Medicare, and Medicaid benefits paid on behalf of those allowed would be paid from 
the DS.\*s budget, up to a ceiling equal to the size of the Pederal and State contributions to the 
budgets. 

• The initial disabilin- determination process could incorporate an up-front assessment of what the 
applicant needs in order to achieve greater economic success, and the DS.\ could choose to 
proN’ide those services. 

• The DSA would offer a wide array of consolidated supports to the target population, including 
cash benefits, allowances for various purposes, counseling/navigation services, and in-kind 
support. The DS.\ would have the resoiu-ccs to intervene early — to help those in the target 
population work or return to work when they first enter the target population — as well as an 
incentive to do so. It would seek to strike a more efficient balance between expenditures for SSD, 
SSI, Medicare, or Medicaid on the one hand, and those for a range of supports and services (c.g., 
employment supports, partiai benefits, care coordination services, personal assistance, assistive 
devices) that the target population might find more beneficial, on the other. 

National Standards, Monitoring, Oversight, and Evaluation 

• l*he pilot would incorporate a simplified set of minimum eligibilin* criteria — intended to identifi* 
those who, in the absence of the supports offered by the DSA, face significant, long-term 
challenges to self-support. The pilot would support the design of minimum eligibility criteria 
under a national program. 

• lltose denied SSD or SSI by the DSA and not satisfied with available alternative suppons could 
appeal to SSA’s Office of Hearings and .\ppeals, just as they can now under current eligibility 
criteria; one difference is that the DSA would be represented in the appeals prtxress. If allowed on 
appeal, the new benefician ’s SSI, SSD, Medicare, or Medicaid benefits would all be paid from the 
DS.\’s budget. 

• \ I'ederai oversight body would ensure that the economic well-being and health of the target 
population are improving rather than deteriorating. 

• The pilot would have a rigorous system to monitor the economic well-being and health of the 
target population. This system could rely heavily on program administrativ’e records, but would 
also need to collect some information on those not being served by the DS.\. Experience gained 
under the pilot system would provide important information for the dev’elopment of a national 
system. 

• The pilot would include a rigorous evaluation system and a feedback process to support 
continuous improv'cmcnt. Iwaluation findings would prov*idc critical information to poUcvmakers 
and all those seeking to implement a DS.\ system at the national Icv’el. 
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Danti C. Stapkton 


Seatritt^ iIk Pi/turt of SSDl — Qutstiom for the Kscord 


2. Some support reallocating the payroll tax to address the disability insurance financing 
shortfall in the near term, and saving significant reform efforts for later. What*s your 
reaction to this approach? 

1 agree with this approach, with an important caveat. My understanding is that this ejuestion refers to 
increasing the share of the Social Securin' payroll tax that is allocated to the Disability Insurance 
Trust Fund, with an off-setting reduction for the Old-Age and Sur\'ivors Insurance Tmst Fund. 
Reallocation of the payroll tax would be a reasonable stop-gap measure, but 1 think it would be a 
mistake to proceed with that or other short-term fixes — including benefit reductions or tightening 
of eligibility — without simultaneously launching an effort that could lead to significant reform in the 
future. It requires time to build the evidence base that future Congresses will need to support 
significant reforms. 

3. GAO*s report concludes that assistive devices and workplace accommodations can play a 
critical role in an individual’s ability to function in the work environment. What are your 
views about these findings and how they might affect eligibility for disability benefits? 

CiAO’s conclusions are correct. Tlie implications for eligibility determination are considerable. 
Given our current “inability’ to work” approach to determining eligibility, it is problematic to include 
consideration of these issues in the determination process, just as it is problematic to include 
consideration of health care serx'ices. The gtivernment would be denying benefits on the basis of 
sen'ices or supports that would allow the applicant to work, but that arc not necessarily available. 
N'arious technologies and accommtxlations (c.g., a scooter, special computer software or hardware, a 
job coach, or a modification to an employer’s work space) might allow applicants to work despite a 
significant impairment, but if these technologies and accommodations are not available to them, 
denial of benefits might well leave them in dire economic straits. It would be much simpler to 
incorporate these supports into a system that considers work capacit)' first, engages with the 
employer, and provides subsidies for assisdvc devices, workplace accommodations, or other 
supports designed to enable work. Workers’ compensation and private disability insurers do this 
now’. 
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Darid C. Stapleton Securing tlx Future of SSDI — Questions for the Kecord 

4. If Congress were to authorize a pilot activity to get better data as part of disability reform, 
what would be the design elements that the pilot or pilots should be testing? 

There are many design elements that have considerable merit but are untested. It is important to 
establish a demonstration process that is flexible enough to support testing of these elements as well 
as others that might materiali/e. Note that no element can be considered in isolation; in general, a 
pilot would need to package multiple elements in a sensible manner, as the demonstration outlined 
above does. A demonstration structure that requires and facilitates interagency cooperation and 
I-ederal-State cooperation is also critical, as 1 noted in my testimony and response to question 1. 

The following design elements, while not comprehensive, are worth considering: 

Program Integration 

• Integration of I’cderal and State funding streams in a manner that improves efficiency 
and supports the objective of helping the target population achieve economic success 
with less reliance on I'ederal and State benefits. This should include use of trust fund 
revenues in any manner that would reduce costs for current benefits by at least a 
commensurate amount. 

• Integration of eligibility' determination and ser\*ice delivery across f ederal and State 
agencies. 

• A full redesign of benefits for youth and young adults with significant impaimients or 
chronic conditions, designed to improve social outcomes for ail, and to increase 
employment success and adult self-sufficiency for some. 

• f or workers experiencing disability onset, integration of public disability benefits with 
private health insurance, private disability insurance, and workers’ compensation 
benefits. 


Eligibility 

• Minimum eligibility criteria for any disability’ supports, including supports designed to 
improve economic self-sufficiency. 

• An integrated eligibility-determination process that first assesses work capacity' and the 
costs and benefits of providing available suppons to increase self-sufficiency’. 
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Dand C. Stapleton Seeming tlx Vuturt of SSDl — -Questions for the Keeord 

Benefit Design 

• Allowances to offset the costs of disabilin^ available without restrictions on earnings. 
Hnhancements to the availability of counseling might be critical to success, following the 
(-ash and ('ounscling model that has improved deliver)' of personal assistance services 
under Medicaid in many states. This approach to suppon could potentially replace, in 
total, the “inability to woric” approach underlying SSD and SSI; benefit amounts would 
need to be substantially restructured to be consistent with the concept and to control 
costs (including costs fnim induced enm). 

• Temporarv' benefits, designed to provide assistance during episodic flare-ups of chronic 
conditifins or to facilitate employment reenm* follow'ing job loss. This approach might 
be characteri/ed as enhanced unemployment insurance benefits. 

• W'age subsidies for those with limited work capacity. 

• New and simpler earnings rules for SSD and SSI beneficiaries, including: 

- SSA’s proposed Work Incentive Simplification Pilot. 

— l^stablishmeni of a common set of simplified rules for SSD and SSI. 

“ Replacement of current rules for SSD and SSI W'ith simpler annual step-down rules 
(for example, reducing benefits by 25 percent w'hcn annual earnings arc berween 100 
and 200 percent of the annual equivalent of substantial gainful activity; by 50 percent 
for earnings between 200 and 300 percent; etc.). 

Private-Sector Engagement 

• Incentives for employers to hire or retain workers with significant impairments or 
chronic conditions. Options here include payroll tax incentives, subsidies for 
accommtxiations and disability management serv'ices, and reinsurance to limit the costs 
of employer health benefits for workers with chronicaUy high health care costs. 

• A subsidy or payroll tax reduction for private disability insurance premiums offset by a 
required payment by the private insurer of 100 percent of benefits (t\*pically 60 percent 
of pre-disability w'ages) for a waiting peritxl (e.g., 36 months) before the worker is 
eligible for SSD — after which the insurer’s liability is reduced by the SSD benefit amount 
(compared to no subsidy and no waiting period under current law). 

• A system under w'hich SS.\ w'ould use administrative data to identifi' employers or areas 
with high SSD incidence rates (Le., those whose disability -insured workers enter SSD at a 
high rate) and would work with the employer, union, insurers, and/or local authorities to 
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Datifi C. SUsfikton Statrin^ tin Vuttm of SSDl — Ontstiom for tbf Kttord 

design and provide seed funds for innovations that reduce SSD cntr\'. l*hese inntn arions 
could include targeted changes to the payroll tax rate. 

• .'\n experience-rating system for payroll taxes. 


II 
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Business Leadership Network 

rilSBLN 

DISABILITY AT WORK 


US Business Leadership Network* (USBLN*) 
1310 Braddock Place, Suite 101 
Alexandria, VA 22314 
Phone; (800)706-2710 
Fax: (800)706-I33S 
www.usbln.org 


1 . One of [)r. Burkhauser's recommendations, based on the experience of the Netherlands, is to 
“experience rate" the payroll lax, requiring employers to shoulder these costs by taxing at higher 
rates those employers whose employees qualify for Dl benefits at above-average rales. What arc 
your thoughts on this idea? 

We would need to study this idea more closely to deliver an informed opinion. However, at first 
glance it sounds like it would increase government red tape and impede employers and entrepreneurs 
(including USBLN^ certified disability owTied businesses) ability to expand their businesses and 
their payroll. 

Additionally, it appears that it could be a disincentive with a population that is already struggling to 
get hired. Our members don't think that any form of "punishment" or tax penalty is wise given how 
high the unemployment and under-employment rate is for individuals with disabilities. 

2. Woricers Compensation uses experience rating. What do employers think about experience rating? 

We queried our membership and found that they don't work directly w ith this issue. Thus w'c w'ould 
need to work through USBLNS members to get to the right contacts to deliver a response. 

3. What are some of the reasons employers give you about why they want to keep individuals with 
disabilities in the workforce? 

USBLN£> member companies cite the following reasons for retaining employees with disabilities; 

* It's cost effective to recruit and retain the best talent regardless of disability; 

* Technologies that are usable by all employees lead to greater productivity by all; 

* It is recognized that a diverse workforce increases creativity and improves the bottom line; 
employees with disabilities are an essential part of a diverse workforce; and, 

* The corporate image is important and a company that retains employees who have or acquire 
disabilities will increase its value in the community thus increasing their shaa' of new markets. 

4. If disabled individuals are anxious to keep working, why haven’t they taken more advantage of the 
Ticket to Work program? 

While our members are not experts on the Social Security programs (including the Ticket to Work 
program) they strongly believe that the foundation of any changes in our current system needs to be 
rooted in moving our nation's view of people with disabilities from a deficit or medical model to a 
talent or social model. 
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2 1 P age 


The medical model of disability is still prevalent in our country as evidenced by our language 
choices, media portrayals, fundraising activities, and program eligibility requirements. A social 
model detlnes disability as different from the average, neutral in the absence of additional context, 
and located in the interaction between individuals and society. The remedy in the social model is 
ensuring that the environment is accessible and that attitudinal barriers are addressed. The social 
model enables society to make a paradigm shift from ^'hiring people with disabilities is a charitable 
act" to ^'recruiting, hiring and retaining people with disabilities is a smart business strategy. 

Finally, there appear to be a maze of work incentives programs like the Ticket to Work program that 
exist not only within the Social Security Administration but also in other federal benefit programs. 
These programs seem to be complex and dilTicult to navigate. The complexity of the system leads to 
scenarios where job applicants and their advocates when applying for employment or offered a raise 
frequently refuse both because they arc concerned about exceeding earning levels and thus 
jeopardizing their Social Security benellts. 

5. What arc employers’ experiences with respect to assistive devices or workplace accommodations? 

Assistive devices and accommodations are great for helping to level the playing field for persons 
with disabilities; however they also help with making ALL employees more productive and better 
engaged, thus increasing morale and loyally. 

For example, when companies implement closed captioning for webcasts it does benefit those with 
hearing impairments, but by far the larger populations that access this accommodation are; 

* Employees with auditory processing conditions 

* People who sit in open cubes and do not want to disturb their colleagues; and. 

* Employees traveling in open public places like airports that need to protect confidential 
company information. 

Many accommodations are simply viewed as productivity aids such as a larger monitor. The 
challenge is w'hen the employee/applicant does not know to ask and/or does not know what is 
needed. Employers sometimes fear that if they bring in a disability expert they may inadvertently be 
exposed to a lawsuit. 

6. If Congress were to authorize a pilot activity to get belter data as part of disability reform what 
would employers want to be the design elements that the pilot or pilots should be testing? 

Pilot design elements cited by USBLN<£) member companies included: 

* Include an evaluation component to measure that job candidates w ith disabilities in the pilot 
possess the skills, interest and ability to learn the job tasks prior to actual placement. 

* Usage of just in lime training, and its impact on hiring managers; 

* Ulili7.e a social model of disability for program eligibility requirements that defines disability 
as diffeaml from the average, neutral in the absence of additional context, and located in the 
interaction betw'een individuals and society; 

* Setting hiring objectives; 

* Self-identification, ’’coming out" strategies; 

* Targeted development programs for employees with disabilities; 



Leveraging the USBLNK to generate innovative, replicable and sustainable ideas from our 
membership, and; 

Adding certified disability owned entrepreneurs to supplier spend tracked and rewarded by 
government. 



143 


SffiM 


SOCIETY FOR HUMAN 
RESOURCE AAANAGEMENT 


Questions for the Record, for Chairman Sam Johnson from Nadine Vogel, Founder 
and President of Springboard Consulting, LLC 

Responses dated November 16, 2012 

For the House Ways and Means Subcommittee on Sociai Security hearing: "Securing 
the Future of the Disability Insurance Program," September 14, 2012 


1) SHRM and its members recognize the need to strengthen the Social Security 
Disability Insurance (DI) program. Therefore, we appreciated Dr. Richard 
Burkhauser's proposal to reform the DI program based on reforms that have been 
enacted in the Netherlands. However, while the Dutch experience with disability 
benefits is worthy of consideration, there may not be great applicability to the vastly 
larger U.S. workforce. In addition, the overall Netherlands government approach to 
employee and social benefits is very different than the United States. 

2) While experience rating is used to fund state workers' compensation benefits, 
employers have significant challenges navigating workers’ compensation laws. In 
the human resource profession, the combination of the Americans with Disabilities 
Act (ADA), the Family and Medical Leave Act (FMLA) and federal and state workers' 
compensation laws are commonly referred to as "the Bermuda Triangle of HR." 
Despite their significant merits, these laws are particularly complex, overlapping 
and frustrating for employers to administer, particularly for those employers that 
are administering a return-to-work (RTW) strategy and trying to facilitate work for 
an employee with an impairment. When I do worker assessments, I see great angst 
among employers regarding workers compensation laws, in part because of 
experience rating. 

3) There is no question that varying state and federal laws present various pitfalls to 
employers that seek to help employees with disabilities. Ironically, it is often more 
difficult to bring an employee back from a long-term disability situation than to 
accommodate a new employee with the same disability as the employee on 
disability. This is because the complex interaction between the FMLA and the ADA 
with an employer’s long-term disability (LTD) policy often makes it very 
complicated for the employer to navigate these rules and get the employee back to 
employment Therefore, once an employee enters into an LTD situation, he or she is 
more likely to remain on SSDI. For these reasons, SHRM’s number one policy 
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recommendation is for Congress to harmonize the myriad federal definitions of 
disability. Until this happens, other changes won't make a big difference. I hear from 
representatives at global organizations that ask, "why does the U.S. have so many 
definitions of disability?" The ADA, OFCCP, Social Security and education definitions 
of disability are needlessly varied. SHRM prefers tbe ADA’s definition, as it relies on 
the essential functions of a job, rather than a more general job description. RTW and 
intersection between FMLA and ADA. 

4) As you might imagine, Mr. Chairman, employer experiences with providing assistive 
technology and other accommodations is mixed. For example, I was recently 
speaking with an employee with low vision. The employee was being told by the 
employer to go to their manager to submit their accommodation request, in this 
case, for an assistive technology device. This organization has no centralized 
process for dealing with accommodation requests, which makes it difficult for 
people managers to know how to understand what the best and simplest solution 
may be to appropriately meet the needs of the employee. I always recommend that 
employers have a “one-stop,” end-to-end process for employees to request 
accommodations and for managers to provide accommodations (including and 
accessible technology) in a fair and equitable manner. Employers should have an 
internal expert who can identity the appropriate solution, install such devices, train 
recipients on how to operate the devices, and provide maintenance and service. The 
end-to-end workplace accommodation process is otherwise known as a Reasonable 
Accommodations Committee. 

5) Clarity and simplicity are always the cornerstones of what employers want from 
federal requirements or programs of any kind. Therefore, SHRM would support a 
pilot program that adopts a harmonized definition of disability based on the ADA 
definition. SHRM believes the ADA's disability definition is superior to other federal 
definitions because it focuses on what an employee can do, not what he or she 
cannot do. A second key element of a pilot program would be to allow an employer 
that has a Return to Work (RTW) program flexibility in navigating between the ADA 
and FMLA in returning an employee to work. For example, it’s often easier to 
accommodate an individual’s disabilities when they begin work, rather than when 
they are returning to work. The FMLA requires that when an employee returns to 
work, he or she must be restored to the same pay, some position and same job 
functions as prior to their break in service. Permitting employers to move around 
elements of the job duties, based on the employee’s capabilities. 
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Burkhauser QFRs - Securing the Future of the Disability Insurance Program 


Question 1 

Congress created the Ticket to Work program in 1 999 to help beneficiaries return to 
work, but the number of beneficiaries who leave the rolls due to work is negligible. 

You support a fundamentally different approach, one in which ways are found to keep 
those with disabilities in the workplace for as long as possible. Please provide further 
details as to the best ways to do that? 

Response 1 

The vast majority of the evidence in the rehabilitation literature finds that the 
sooner rehabilitation and accommodation are provided, once medical treatments 
allow, following the onset of a work-limiting condition, the better Is the chance of a 
return to work. This is the key insight that drives my views with respect to Social 
Security Disability Insurance reforms. We should be focusing on demonstrations of 
policy changes that can slow the movement of those with work limitations onto the 
SSDl rolls rather than tinkering with ways to improve the failed Ticket to Work 
Program or spending millions on demonstrations that, like the “Z-for-l*', belatedly 
attempt to encourage those who have often spent years demonstrating that they are 
unable to perform substantial gainful activity to work. 

SSDl must return to being the last resort income-support program Congress 
originally intended it to be. In addition to the many changes that have been 
suggested to better determine who should be on the rolls and the best ways to 
handle the appeals process, we should be focusing on sending clearer signals to 
employers and their workers of the true cost of providing long term disability 
benefits to workers who come onto the SSDl system. The current flat rate payroll 
tax system of funding SSDl fails to do so. 

An experience-rated system of funding SSDl. using the best practices of the various 
State Workers Compensation programs, would be one way to do so. Workers 
injured on the job are more likely to receive rehabilitation and accommodation than 
workers whose injuries are not job related, because employers know that their 
future Workers Compensation payment rates will be affected by how many of their 
workers receive benefits. 

Furthermore, we know that about 30 percent of current workers are covered by 
private long-term disability insurance. When they experience a work limitation on 
or off the job, case managers are assigned to assess their work capacity and 
recommend accommodation and rehabilitation. Because firms must pay insurance 
companies higher premiums if their workers go onto their long-term benefits 
programs, they take an active interest in such case management. This is not the case 
for workers not covered by such insurance and they are more likely to come onto 
SSDl without any additional expense to their employers. 
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Burkhauser QFRs - Securing the Future of the Disability Insurance Program 


Experience rating SSDI benefits would require all employers to take a more active 
interest in working with private sector insurance providers to provide the case 
management up-front that is missing from our non-integrated private/public 
disability system. It is this lack of case management that is the flaw in our current 
disability system. It distinguishes us from all other OECD countries, most of whom 
manage cases at the government level. Rather than expanding the role of the Social 
Security System to provide this kind of case management, I believe it makes much 
more sense for the private sector to expand to do so, and experience rating SSDI is 
the least intrusive way to achieve this goal. 


Question 2 

Some support reallocating the payroll tax to address the Disability Insurance financing 
shortfall in the near-term, and saving significant reform efforts for later. What's your 
reaction to this approach? 

Response 2 

The SSDI Trust Fund is expected to run out in 2016. Papering over the fundamental 
flaws in the current SSDI program by borrowing from the OASI fund is no solution. 
While the Great Recession of 2007-2009 and its aftermath has greatly contributed to 
the share of the working-age population that has applied and been accepted onto 
the SSDI program since 2008, these numbers have been growing since 1990 and will 
not go back to 1990 levels once the economy fully recovers. 

Program policy changes, not aging baby boomers or the increasing share of women 
covered by SSDI, are responsible for this program growth and only fundamental 
policy changes will bend back the future SSDI cost curve. 


Question 3 

Based on your testimony, it sounds as though the reforms to the Dutch system have 
been in place for about 1 0 years. Did the Dutch pilot this tystem first? 

Response 3 

To my knowledge there were no pilots of the Dutch reforms prior to their 
enactment. What drove them to action was a disability system that was out of 
control, and a willingness to recognize that the cause was policy-based not health- 
based. 
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Burkhauser QFRs - Securing the Future of the Disability Insurance Program 


Question 4 

What have been the effects of the changes on Che Dutch disability rolls? On Dutch 
employers? On the Dutch economy overall? 

Response 4 

The Dutch over the last decade have fundamentally reformed their runaway 
disability system by requiring all firms to take responsibility for the first two years 
of disability benefits and funding the first 10 years of payment for workers on their 
national disability program via experience-rated payments by firms. 

As a result a major increase occurred in the private sector provision of disability 
insurance as Dutch firms more directly recognized the true costs of their employees 
going onto the disability benefit rolls. Private sector case management by private 
disability insurance companies is now the norm. As part of the reforms, workers are 
required by law to cooperate with these private case managers or forfeit their 
eligibility for government disability insurance once their two years of private sector 
benefits are up. 

There are now several government-funded studies of the consequences of these 
program changes on the movement of workers from their short-term (sickness) 
programs to their long-term disability programs. Early results suggest that they 
have reduced movement onto the long-term government disability rolls and 
increased returns to work rather than simply shifting non-workers, who would have 
gone onto the long-term government disability rolls, onto some other welfare 
program. 

The Dutch are no longer considered the "sick country of Europe." In fact, the OECD 
now points to the Dutch reforms as a model for other countries and Dutch disability 
beneficiaries per 1,000 workers has fallen substantially since the implementation of 
these reforms in the early 2000s. In fact, the U.S.A. now has higher ratios of 
beneficiaries to workers than the Dutch. 


Question 5 

If Congress were to authorize a pilot activity to get better data and practice as part of 
a strategy of disability reform, what would be the design elements that the pilot or 
pilots should be testing? 

Response 5 

The first key objective of any pilot or demonstration should be to determine the role 
that early intervention via case management would play in slowing the movement of 
a random sample of those experiencing a work limitation onto the SSDI program. 
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Burkhauser QFRs - Securing the Future of the Disability Insurance Program 


One idea would be to show how the provision of private sector case management to 
those who are coming onto the short-run disability insurance programs impacts 
their subsequent application and acceptance onto the SSDI program. For instance, 
this could be done in one of the States where short-term disability insurance is 
mandatory. 

If that were successful 1 would then use a larger demonstration of policy changes 
that would provide incentives for increasing the use of private sector case 
management in slowing the movement of those with work limitations onto the SSDI 
rolls. My preferred policy change to test would be experience rating, since that was 
at the heart of the successful Dutch reforms. But another might be to lower payroll 
taxes for those firms who offer some minimum standard of private disability 
insurance that is more fully integrated into the SSDI system via the provision of 
medical records or other mechanisms to better provide uniform information to 
SSDI. But I would do this up-front rather than conditional on their actually lowering 
program costs. 

But these are only some possibilities. I would urge Congress to fund a process that 
would systematically acquire such information by asking either the SSA, NIA or 
some other government-affiliated organization familiar with soliciting external 
research to put out a series of RFPs that would first seek the best methods for 
answering the key question: 

What are the best mechanisms for slowing the movement of those with work 
limitations onto the SSDI rolls? 

The next step would be to develop and implement demonstrations to test those 
methods. 

But it would also be useful to look to the Dutch reforms as potential pilots for what 
works since they, more than any other OECD country, most resemble the U.S. system 
and have found the key to involving the private sector in case management. 

Question 6 

Unlike many other states, Nebraska's Disability Determination Section (DDS) is part of 
the Department of Education, not the Department of Health and Human Services. I am 
told by state officials this structure decreases external pressure on DDS to move 
beneficiaries off of state-funded programs onto the Social Security Disability Insurance 
Program and increases coordination with vocational rehabilitation programs. In your 
study of incentives underlying the disability program, have you had an opportunity to 
study operational incentives such as this? If so, what are your findings? 
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Burkhauser QFRs - Securing the Future of the Disability Insurance Program 


Response 6 

I was not aware of this difference in agency authority in Nebraska. It is an 
interesting hypothesis that putting DDS and Vocational Rehabilitation in the same 
agency might make it more likely that some sort of government-centered case 
management would occur and hence lead to more effective use of rehabilitation and 
a slowdown of movement onto the SSDI rolls. This idea of government case 
management is the norm in most European countries. But I have not looked at this 
possibility at the state level and it is not done effectively at the federal level. 
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CFE, Statement 
Comments for the Record 

House Ways and Means Committee 
Subcommittee on Social Security 

Hearing on Securing the Future of the Social Security Disability 
Insurance Program 
Friday, September 14, 2012, 9:30 AM 

by Michael Bindner 
The Center for Fiscal Equity 


Chairman Johnson and Ranking Member Becerra, thank you for the opportunity 
to submit our comments on this topic. We have twice commented on this topic 
with essentially identical remarks reflecting our view of this issue, which is made 
in the context of our overall proposal for tax and entitlement reform. These 
comments were made to the first session on December 2, 2011 and the second on 
December 9, 2011. In these comments, we will answer the questions which have 
arisen earlier in the series and summarize our proposals. 

First, is the concept of disability that prevailed at the start of the 
program in 1956 still appropriate today given advances in medieine, 
rehabilitation, and the workplace? 

We believe the answer must be no. Since the passage of welfare reform, the 
concept of disability has increased to include people with learning disabilities 
brought about by prenatal exposure to illicit drugs, while retaining coverage of 
people with mood disorders that can be treated quite effectively with medication. 
Current incentives are more a bar to rehabilitation, as no one wants to give up a 
life-time benefit for a life-time of work if they have any degree of rationality left. 
While there are still many mentally disabled people who need continuing 
assistance, ways should be pioneered to give them incentives to both participate 
in rehabilitative programs and employment opportunities. 

Second, are there ways to better support individuals with disabilities 
to stay in the workplace? 

Given the time required to receive assistance, this is almost a rude question. It is 
not easy to get on the disability rolls. Additionally, many who are seeking 
disability already cannot work, especially in this economy, so the question of 
staying in the workplace is largely overcome by events. 
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Third, can the decision-making process be strengthened so that, when 
appropriate, awards arc made as early as possible and decisions on 
applications and appeals are made with greater accuracy and 
consistency? 

Yes. Indeed, the initial award can be made in cooperation with the last employer, 
who would provide at least a portion of disability income as well as rehabilitative 
training in lieu of a higher disability insurance tax payment. Such a system 
would bring about faster determinations of disability, without the need to provide 
a case management and appeal infrastructure which provides make-work for 
both bureaucrats and disability lawyers, both of which add no real value to the 
program while costing taxpayers more and more as backlogs continue to grow 
and cases are summarily denied on the first reading. 

In summary, our solution is to shift funding for disability insurance and 
rehabilitation entirely to an employer-paid, VAT-like Net Business Receipts Tax, 
with the payment of disability benefits and rehabilitative care to be covered by 
either the last employer or a future employer who wishes to take on the new 
employee’s “case” and provide both continued benefits and services until that 
worker can be productive without continued assistance. 

As stated, our proposed solutions are made in the context of a four part tax 
reform, which form the basis of our analysis. The key elements are: 


• A Value Added Tax (VAT) to fund domestic military spending and 
domestic discretionary spending with a rate between io% and 13%, which 
makes sure that every American family pays something. 

• Personal income surtaxes on joint and widowed filers with net annual 
incomes of $100,000 and .single filers earning $50,000 per year to fund 
net interest payments, debt retirement and overseas and strategic military 
spending and other international spending, with graduated rates between 
5% and 25% in either 5% or 10% increments. Heirs would also pay taxes 
on distributions from estates, but not the assets themselves, with 
distributions from sales to a qualified ESOP continuing to be exempt. 

• Employee contributions to Old Age and Survivors Insurance (OASI) with a 
lower income cap, which allows for lower payment levels to wealthier 
retirees without making bend points more progressive. 

• A VAT-like Net Business Receipts Tax (NBRT), which is essentially a 
subtraction VAT with additional tax expenditures for family support, 
health care and the private delivery of governmental services, to fund 
entitlement spending and replace income tax filing for most people 
(including people who file without paying), the corporate income tax, 
business tax filing through individual income taxes and the employer 
contribution to OASI, all payroll taxes for hospital insurance, disability 
insurance, unemployment insurance and survivors under age 60. 
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Please allow us to now repeat our proposed solution, which is identical to prior 
submissions. We will deal with how each of these proposals relates to the 
circumstances of program participant. 

In the event a VAT is adopted, we propose that program participants receive a 
one time cost of living adjustment (COLA) at the VAT rate in the year the VAT 
takes effect, with further adjustments in any year the VAT rate increases. This is 
also applicable if our proposals for a regional VAT are enacted as amendments to 
the United States Constitution. 

We propose that Disability Insurance payroll taxes be repealed, with funding 
coming from our proposed Net Business Receipts Tax. Repealing this tax 
provides a justification for decoupling the benefit level from past income. An 
income based benefit should be replaced with a standard benefit. During the 
application phase, instead of forcing participants onto state welfare rolls, the last 
employer would pay the standard benefit - which should be at least tbe 
minimum wage for a full time worker, if not higher - with this payment offsetting 
the employers NBRT liability and, if necessary, its VAT collections. 

If the employee has dependent children, each child will also receive the 
refundable expanded Child Tax Credit with their benefits (currently estimated at 
$520 per child per month). Please note that we propose elsewhere that the 
minimum wage be increased to $12 an hour so that no one is paid primarily 
through the Child Tax Credit and that both the minimum wage and the credit be 
automatically adjusted for inflation. 

As stated elsewhere, the expansion of the credit is funded by consolidating it with 
the Earned Income Tax Credit, the deduction for children and limitations on or 
elimination of the mortgage interest and property tax deductions. The extension 
of this credit to non-workers is offset by abolishing supplemental retirement 
programs, such as Supplemental Nutrition Assistance and housing assistance. 

Once the application process is complete, the Federal (or regional) government 
will distribute payments, as well as the expanded refundable Child Tax Credit for 
any dependent children, all of whom would qualify for Medicare, including any 
long term care provisions transferred to the federal government from the 
Medicaid program. 

If vocational or educational training is required, as it likely should be in some 
cases, then the training provider will serve as both “case worker” and conduit for 
additional benefits, including the Child Tax Credit. Participants would be paid 
the minimum wage for engaging in training, along with any additional stipend 
provided to program beneficiaries of the benefit level were set higher. 
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Client health care would be funded by the federal government, but could 
conceivably be provided through the health care system provided to employees of 
the training provider. This is also our proposal for providing education to TANF 
beneficiaries. This care could take the form of health insurance or of staff 
medical personnel and facilities. In the event health care reform devolves into a 
public option or single payer system, the question of who pays for health care will 
be moot. 

Clients who are incapable of completing training and finding employment will be 
transferred back to beneficiary status, with the training provider paying benefits 
during any transition period. 

Program participants, like TANF participants, would not pay OASI payroll taxes, 
nor would program providers pay an employer contribution on their behalf or 
distribute any personal retirement account shares to them as an offset to their 
Net Business receipts taxes. 

Unless they have significant outside income from an inheritance, tort judgment 
or lottery prize, it is doubtful that program participants will be hit with the 
Income and Inheritance Surtax. In any case, benefits and tax credits received 
would not be counted in determining adjusted gross income for this tax, although 
training stipends probably should be. 

Program participation should not be means tested based on any judgment, 
although beneficiaries of significant inheritances should probably be excluded 
from the program, although that level should be set rather high - likely at the 
level where such benefits are taxed, currently proposed at $50,000 for 
individuals and $100,000 for joint filers and qualifying widow(er)s. 

Thank you for this opportunity to share these ideas ivith the subcommittee. We 
are always available to discuss them further with members, staff and the general 
public. 
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Michael Bindner 
Center for Fiscal Equity 
4 Canterbury Square, Suite 302 
Alexandria, VA 22304 

571-334-8771 

fiscalequitv@verizon.net 

Securing the Future of the Social Security Disability Insurance 
Program 

Friday, September 14, 2012, 9:30 AM 


Clients: 

The Center for Fiscal Equity has received no outside funding of any kind to 
support this testimony. It is not representing any interests for pay. 
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SSSC, statement 

STRENGTHEN SOCIAL SECURITY 

...don't cut it. 


September 28, 2012 


The Honorable Sam Johnson 
Chairman 

Subcommittee on Social Security 
Committee on Ways and Means 
United States House of Representatives 
Washington, D.C. 20S15 


Dear Chairman Johnson and Ranking Member Becerra; 

We appreciate the opportunity to submit a statement for the record for the September 14, 2012 hearing 
on the future of the Social Security Disability Insurance (SSDI) system. 

Social Security's Disability insurance protection is an integral and vital part of the Social Security system. 
Disability insurance is a benefit rarely offered by private employers, yet crucial for basic economic 
security. Any one of us can suffer a disabling accident or illness at any time. Indeed, the Social Security 
Administration notes that "a 20-year-old worker has a 3-In- 10 chance of becoming disabled before 
reaching retirement age.”’ Without the ability to earn wages and without disability insurance, most of 
us would be destitute. Indeed, without Social Security's modest but vital benefits, 55 percent of people 
with serious and permanent disabilities and their families would be in poverty.^ 

The definition of who is disabled is quite restrictive. In order to qualify for disability benefits, workers 
must not only have worked and contributed to Social Security for enough quarters to be insured, they 
must be unable to work in any gainful employment anywhere in the country due to a severely disabling 
condition that is expected to last for 12 months or longer, or result in death. Even when so severely 
disabled, the decision to apply for SSDI benefits is not something that most individuals take lightly. 
Indeed, it is frequently a last resort after a worker has exhausted his or her other options for staying in 
or re-entering the workforce. These benefits - which average only $1,060 a month or $12,720 a year, 
significantly less than full time minimum wage work - are extremely modest by virtually any measure.’ 


The Honorable Xavier Becerra 
Ranking Member 
Subcommittee on Social Security 
Committee on Ways and Means 
United States House of Representatives 
Washington, D.C. 20515 


' Social Security Administration. Disability Planner Social Security Protecticm If You Become Disabled. Accessed 
at http://wwwjisa.gov/dibplan/. 

’ Social Security Administration. Income of Disabled-Worker Beneficiaries. 2001 . Accessed at 
http://www.«4a.gov iKilicy charthooks ini;oinc_workcrv'di_ii:han,pdf. 

^Tablc 4. Number and average monthly benefit, by sex and age. December 201 1 . In Social Security Administration 
(2012). Annual Statistical Report on the Social Security Disability Insurance Program. 201 1 . 
hitp://www.ssa.£ov'policy'd«K-s.staicomps di_avr'2()l l/sect0lb.htmlltablc4. 

Strengthen Social Security - 1825 K St. NW, Ste. 400 - Washington, DC 20006 
www.strengthensocialsecuritv.org • 202-955*5665 
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Importantly, too, under some circumstances an adult child of a disabled, retired or deceased parent is 
eligible for Social Security benefits if severely disabled before age 22, a critical benefit for nearly one 
million dependent adult children and their parents/ 

Many in Washington on both sides of the aisle have talked about the need to strengthen the SSOI 
system. However, "strengthening" SSDI is most often discussed in terms of ensuring that the program is 
solvent. While there is no doubt that this is important, it is important to remember that solvency is 
simply a means to an end. The goal of Social Security's disability insurance is to provide a foundation of 
economic support in the event that a worker and his or her family lose wages as a result of a serious and 
permanent disability. For Social Security to fulfill this extremely important function, benefits must be 
adequate and accessible in a timely manner. In addition, of course, those benefits must be adequately 
financed. 

As Just stated, benefits are extremely low. Moreover, disabled workers and their families must wait an 
unconscionably long time simply to receive a determination of whether they quaiify for benefits. 
Currently, the time to process an initial disability claim is more than three months 111 days for FY 
2012.^ The average time that a disability claimant waits for a hearing decision is about 338 days.^ By law, 
those who do qualify must wait two years before qualifying for Medicare, even though people with 
disabilities generally have high medical needs. 

Given the considerable backlog of disability claims, more attention Is needed to improve the ability of 
beneficiaries to access the benefits that they have earned. Lengthy waits can cause individuals who 
have earned SSDI benefits to suffer from considerable financial difficulties, and even medical problems if 
they are forced to forgo needed treatment. Claim processing times have been attributable at least in 
large part to inadequate funding for the Social Security Administration. In recent years, the Social 
Security Administration has seen almost no increase in its administrative funding, despite increases in 
the number of disability claims due primarily to demographic shifts and the growing number of 
applications and beneficiaries attributable to the aging of baby boomers and, in part, to the recession. 
This places considerable strain on SSA's employees, as well as stress on beneficiaries when their benefits 
are delayed. 

These delays are particularly troubling because the costs of administering the SSDI program are already 
paid for out of the payroll tax contributions of working Americans into the Disability Insurance Trust 
Fund. Moreover, unlike the general operating fund of the Unites States, which is currently running large 
deficits, the Old Age, Survivors, and Disability Insurance Trust Funds have an accumulated surplus of 
$2.7 trillion - funds resulting in part from the wages of those disabled workers who are being denied 
timely determinations. 

As you know. Social Security is the nation's most fiscally conservative and responsible federal program. 

It is prohibited by law from paying benefits unless it has sufficient income and assets to cover the cost. 
While the Disability Insurance Trust Fund is projected to be unable to cover its costs in a few years, the 
Dl Trust Fund, when viewed in combination with the Old Age and Survivors Insurance Trust Fund, can 


'’Table 5 J] . Number of children, by stale or other area and type of benefit. December 201 1 . In Social Security 

Administration (2012). Annual Statistical Supplement. Accessed at 

http:. 'WAV vs .ssa .gov/pplicy.dtK's/sialcomps 'supplement '20 1 2 . ^j.hiniltft.nblc.^.j 10. 

^ Social Security Administration. Full Justification of Estimates For Appropriations Committees, Febniar) 2012. 
http:/ WWW .ssa.gov budget.' 201. ^FullJustification.pdf. 

^ht. 

Strengthen Social Security • 1825 K St. NW, Ste. 400 • Washington, DC 20006 
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cover all benefits for the next twenty years. Because the disability insurance part of Social Security is so 
intertwined with the old age and survivors portion, past Congresses have simply reallocated the FICA 
contributions between the two funds, so that they could be dealt with together in a deliberate, careful 
way. 

The disability insurance portion of Social Security is fundamentally sound, as is all of Social Security. 
According to Stephen C. Goss, the Chief Actuary, the recent increased costs of the disability insurance 
portion of Social Security are the result of several well-understood factors. ^ The incidence of disability 
is higher among older workers and we have an aging work force. Moreover, women on average suffer 
higher incidences of disability than men, and populations of color suffer higher rates of disability, on 
average that whites. Over the last few decades, we have had an increasingly diverse work force. 
Notably, these demographic shifts are now in the process of stabilizing. Moreover, all Social Security 
beneficiaries receiving benefits from the Disability Insurance Trust Fund automatically begin to receive 
benefits from the Old Age Trust Fund when they reach full retirement age. Because the full retirement 
age has increased to 66 and will soon be 67, the Disability Insurance Trust Fund must provide benefits 
for one or two years longer. 

We respectfully urge that this Congress follow the precedent of past Congresses and reallocate the 
percentage of FICA contributions going to the Social Security Trust Funds so that both will be projected 
to be able to pay all benefits in full and on time for the next two decades. Substantive changes to Social 
Security should not be considered as part of any deficit legislation, since cutting its benefits or increasing 
its revenue would not change the amount of federal debt subject to statutory limit. 

When Social Security is addressed, the focus should be on adequacy of benefits and the ability of 
workers to access those benefits in a timely, efficient way, in addition to how those benefits should be 
paid for. We urge that those deliberations be held through the normal legislative process. In the 
sunshine, as they always have. Social Security is too important, too successful, and too popular to 
handle any other way. 

Thank you again for this opportunity to share our views on the future of this essential program. 


Sincerely, 


Nancy Altman 

Co-Chair, Strengthen Social Security Coalition 


Eric Kingson 

Co-Chair, Strengthen Social Security Coalition 


7 Securing the Future of the Social Security Disability Insurance Program. Testimony by Steve Goss. Chief 
Actuary. Social Security Administration. Before the House Committee on Ways and Means, Subcommittee on 
Social Security. December 2. 201 1 . 
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staff contact: 

Sarah Shive 

Legislative Director 

Strengthen Social Security Coalition 

1825 K Street NW, Suite 400 

Washington, DC 20006 

202-587-1630 

sshive@socialsecurity-works.org 
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